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(Private.) 

Ottawa, October 6th, 1868. 

My Dear Mr. Howe. — Now that the Legislature of Nova Scotia has been prorogued, 
and the exciting discussions on Constitutional questions for a time ended, I think the time 
has come when I can again ask your aid and influence in endeavouring to allay the feeling 
that unhappily exists in Nova Scotia, and to give the Union Act a fair trial. 

For th^ purpose, I desire to repeat, shortly, the material portions of the Statement 
that the Committee of the Convention, of which you were Chairman, were kind enough to al- 
low Sir Greorge Car tier and myself to make. 

In the first place I will say, on behalf of the late Province of Canada, that in the ques- 
tion of Union we acted in good faith. The Delegations from the several Provinces were ap- 
pointed by their respective Governments, and we had reason to believe that the Governments 
of Nova Scotia and New Brunswick as fully represented their people as the Canadian Gov- 
ernment did.* 

I regret extremely the present unfortunate state of affairs, and my colleagues and my- 
self are prepared to do all that we can to put an end to it. 

By the Despatch of the Duke of Buckingham to Lord Monck, of the 4th June last, in 
answer to the Address of your House of Assembly, the Grovemor General and his advisera 
are precluded from even entering upon the consideration of the question of the repeal of the 
Act of Union. 

His Grace declares that the measure is not only conducive to the strength and welfare 
of the Provinces concerned, but important to the interests of the whole Empire, and states that 
the Queen's Government feel that they would not be warranted in advising the reversal of 
this great measure of State. 

He, however, draws the attention of Lord Monck and his Government to the points 
raised in the Address relative to taxation, the regulation of Trade and the Fisheries : and he 
expresses a confidence (which I am sure is well founded) that it will be the care and wish of 
that Government and of the Parliament of the Dominion, to relax or modify any arrang^e> 
ments on those subjects which may prejudice the peculiar interests of Nova Scotia and the 
Maritime portion of the Dominion. 

On this point I can only repeat what I stated before the Committee, that the Canadian 
Government is not only ready but anxious to enter upon a frank and full discussion of those 
points and are prepared, in case the pressure of taxation should be shewn to be unequal, or 
unjust to Nova Scotia, to relieve that pressure by every means in their power. They are also 



ready to discuss any Financial cr Commercial questions that may be raised by the Nova 
Scotian Government or yourself, and the representatives of Nova Sootia in the Parliament 

of the Dominion. 

« 

You may remember that I suggested to the Committee that Mr. Annand, the Finance 
Minister of the Province, or any other gentlemen selected for the purpose, should visit Ot- 
tawa and sit down with the Finance Minister here, for the purpose of ascertaining whether 
any inequality or injustice exists, the extent of such inequality and the best remedy. And 
I now reiterate the assurance I ihea gave, that the Qovernment here will consider the ques* 
tion not in a rigid, but in the most liberal spirit, with a desire to do even more than justice 
for the sake of securing the co-operation of the people of Nova Scotia in working the new 
Constitution. We will enter upon this enquiry whenever it suits your convenience, and the 
Canadian (Government engage to press upon Parliament, with all the influence they possess, 
the legislation required to carry out any financial readjustment that may be agreed upon. 

I am aware that even if the Union Act were accepted objections are taken by leading 
politicians in Nova Scotia to some of its constitutional (and non financial) provisions. 

Now the Constitution is a new one, and to a considerable degree experimental, but it 
seems to me that it should have a fair trial, before we pronounce it so defective as to call for 
immediate alteration — still, that is altogether a matter of opinion. 

The proper, indeed the only place fi)r discussing any such changes is in the Parliament 
of the Dominion, and the able men who represent Nova Scotia will £five full opportunity of 
pressing their views in their places there. 

It is so obviously the interest of the Government and Parliament of the Dominion that 
the Union should work satisfactorily, that the Nova Scotian representatives mav rest well 
assured of every suggestion of theirs being fully considered. Meanwhile, I would desire to im- 
press upon you the great injury that is caused to the material interests of Nova Scotia by its 
not being fully represented in the Government of the Dominion, and by the position of isola- 
tion assumed by yourself and your co-representatives in the Parliament here. Questions of 
the greatest importance in the administration of affairs are continually arising, in which Nova 
Scotia should have a potential voice — and I may instance the rights of our Fishermen, the 
subject of Reciprocity and other matters of almost equal importance. 

The Canadian Government, I see by the anti-Union papers, are charged with an unwise 
administration of public affairs, so far as Nova Scotia is concerned. All that I can say is, 
that we act according to the best information that we can obtain, and that if mistakes are 
made the fault is not ours. 

I have already invited you to give us your aid and advice as a Minister, add regret ex- 
tremely that you do not see your way to tsddng that > osition. 

I trust that you may be able to do so — the sooner, the better. Meanwhile, why do you, 
and those who act with you, not pursue a course similar to that of O'Connell ? iSe was sin- 
cerely desirous of effecting the repeal of the union between England and Ireland, and, as you 
know, spared no effort for that purpose. But he did not stand aloof in Parliament. On the 
contrary, while preserving his opinions as to repeal, he gave a general support to the administra- 
tion of the day, and the;reby secured for himself a potential voice in the administration of Irish af- 
fairs. At present matters stand thus: — The Canadian Government must either act without 
advice from Nova Scotia, (which is of course inadvisable) or consult with those who, it i» 
stated, have not the confidence of the majority of the people, which continues the irritation 
now existing. • 

Let me urge upon you to put an end to this unfortunate state of things. In the hope 
that this might soon be the case, the Canadian Government has, as much as possible without 
injury to the public service, postponed filling up the more important offices connected with 
Nova Scotia, and will continue to do so, although these delays are made causes of attack 
upon us for neglect of our duties. 

I write with the approbation and concurrence of my colleagnes, and this letter, although 
marked ^-private," ^nd not to be used as an official document, can be shown by you to any 
friends that you think proper. 

Believe me, &c., &c., 

(Signed,) John A. Macponald. 

The Hon. Joseph Howe, 

Halifax, Nova Scotia. 
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(CopyO 

Halifax, 21rt October, 1868. 

My Dea& Si& JoHX. — ^Your letter of the 6tli inst.. reached me a few days ago. I at 
once informed Mr. Annand of its arrival, but did not ask him to read it, or to compromise 
hiiliself or his colleagues by taking part in the Correspondence. The Members of the Local 
Government and Legislature have already, as you are aware, re-asserted their determination 
to obtain the Repeal of the British North America Act and have sent forward their Reso- 
lutions and Minute of Council. They are hopeful that the new Parliament will do to Nova 
Scotia more substantial justice than the old, and when the Elections are over, may despatch an- 
ther Petition and Delegation to England. Heartily desiring, as I do, the Repeal of the Act, I 
must confess that I am less sanguine. I used to believe that in a case involving vested in- 
terests, Constitutional rights, and great sums of money, British Statesmen and Legislators 
would do justice though the Heavens should fall. With deep sorrow and a sense of humilia- 
tion not easily described, I now am compelled to acknowledge that I have cherished a 
delusion. 

Whether it be that the British Ministers yield to the representations of the Governor 
General and to the paramount influence of Canada, or sincerely believe that the interests of 
the Empire are in some mysterious way, which I cannot discover, bound up with this Con- 
federation ; or whether, as I shrewdly suspect, the men who represent the Railway and Fin- 
ancial interests to be afifected by this measure, dominate and control both Houses, I appre- 
hend that unless some marvellous change is wrought by the new Constituencies, we shall have 
as little chance of obtaining justice from the new Parliament as we had from the last. 

My friends here are more hopeful, and I shall be delighted, should they make a fresh 
appeal, to find that I have been mistaken. 

A new House of Commons may take a more enlightened view of the subject, but Mr. 
Gladstone, who will be the leader, if the Liberals win, has twice spoken and voted against us. 
As matters stand, then, we have not a very cheerful outlook, nor are the remedies, which are 
now freely talked of all over this once loyal Province, pleasant to contemplate. I have for 
months set my face steadily against revolutionary movements, annexation intrigues, or open 
resistance to the law, but I will not disguise from you, that it may be very difficult to stem 
the tide of public opinion that a rejection of enquiry by a new Parliament may set in motion, 
unless in the meantime some large and substantial measure of reparation and justice is offered 
by the Government of the Dominion. 

Holding these opinions and foreseeing the dangers to be encountered, I am content to take 
the risk of this correspondence, of which I am quite aware that persons more sanguine of suo- 
ces swill entirely disapprove. 

I have shown your letter to a few judicious friends here, and shall show it to others, in- 
cluding, of course, the Members of the House of Conmions as they come up to town ; and I 
intend to make no secret of the fact that such a Correspondence is going on. I am asked 
every day if I have taken office, or ^'accepted the situation," as the phrase soes. My ans- 
swer is that I have accepted nothing, but recognizing the obligation imposed by the Imperial 
upon the Canadian Government, I mean to discuss the whole subject with them in a frank 
and earnest manner. Some of my friends here are apprehensive that the fact of such a cor- 
respondence going on, will weaken their chance of getting Repeal from the new House of 
Commons. If I thought so I would break it off to-morrow, but, as it must close long before 
the time arrives for making that appeal I am content to continue it, is the belief that no 
harm and some good will arise out of a free interchange of our opinions. 

Whether we remain united, or ultimately separate, it is ef the utmost consequence that 
the feelings of exasperation which recent events provoked among the people df Bntish Ameri- 
ca, should be allayed. The arrogant, petulant and hasty manner in which this measure 
was, from the first, forced upon our people, aroused their passions. The visit of the Cana- 
dian. Ministers here was the first movement in the right direction, and in your letter of the 
6th inst., I recognize a spirit of fairness which I am prompt to acknowledge. 

From the first we were much alarmed by the Financial aspects of the scheme, your as- 
surance that these shall be revised and substantial justice done is very satisfactory. Mr. 
Annand cannot go to Ottawa,somebody else may, but as the distance is great, we may be able 
to arrive at common conclusions by a simpler method. Mr. McLelan has already sent to Mr. 
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Bow the Bobatanoe of i» ap^eeh whijsh he (Jflmr^ ii^ ^p Houae of Coiaq»ODB last •etsion. 
Endoeed you will find oopies of ft epeeoh made by Mr 4nnan4- 

GUaneing otot tbow p^p^rs y^u will perceive that, if noib confederated, Ijfoya Scotia 
oould have nmt all bar obligatioos, and, under ber old tariff, have had a amall surplus in the 
TroMQiy. That by imposing one per cent upon imports, we could have raised money enough 
to ke^p up our roads and bridges, now left aliqipst without any provision, though our tariff 
has been raised to fifteen per cent, and sundry direct taxes have been imposed. It appears to 
me that the claim for % 3,000,000 on account of our public works is a fair one, to say 
nothing of another based upon the disproportion of our annual consumption per head, and 
that of your people. I do not wish to trouble you with many figures, or to involve you in 
financial discussions which can be more easily conducted by others, but I may observe that 
we ought not to be charged interest ou 8622,458 of Province Notes circulated and sustained 
for years on the public credit. Will you be gopd enougji^ to ask Mr. Rose or Mr. Langton to 
examine Mr. Annand's speech and Mr. McLelan's figures, and inform me if the calculations are 
accurate or to what extent they agree with them. If there is a per contra side to th^ account 
let it be sent down. 

As this letter is already so long, I may perhaps, trouble you with another, on the 
constitutional aspects of the question. I quite recognize the narrow limits to which you are 
confined by the Duke of Buckingham's despatch, but we both know that the colonial office 
would sanction, and Parliament approve of any changes which experience might suggest, and 
I would rather discuss these with you in a friendly way now, because I fear that without the 
approval of the Government, I would have but a small chance to win favor for them in the 
House of Commons. 

I note what you say in referefioe to my taking office, and to the example of O'Connell. 
My position is certainly not a very profitable, or a very enviable one, but I prefer to hold it 
just now. I have been driven into it by a sense of duty and by the force of cirsumstances 
which I could not control. The responsibilities resting on me are nob light, and I can only 
relieve myiself of them, by maintaining for the present a position of personal independence. 

As rcigards the present Goveinmi^t of the Dominion I did not last winter factiously op-, 
pose them. Should 1 go to Ottawa again, (reserving the question of Repeal, if that is a 
chance in our favor) my action would be governed by yours. If you do justice I wiU give 
you credit for it. 

The choice of the route for the Intercolonial Railroad meets my entire appM>val, and if 
ou can place our commercial reMk>us with the United States on a satisfactory footing, either 
y treaty or reciprocal legislation, and arrange the financial aspeets of the question equitably 
I think I may sauGely say that the gentlemen who may go from Nova Scotia to Ottawa, would 
be justified in giving a fair support to ypui Government. 

Believe me, 

My dear Sir John, 
Yours very truly, 

(Signed,) Joubpr Hows. 

Sir John A. Maodonald. 
&c., &o. &o. 
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LoKDONDEBRT, N. S., S^tember 17, 1868. 

Hon. John Rose, | 

Minister of Finance Ottawa, j 

Dear Sir. — The speech to which you so kindly refer, was not reported, but I will 
state as briefiy as possible some of the financial grounds on which I object to Confederation. 

1st. Because Nova Scotia imports more dutiable goods per head of the population than 
any other Province named in the Act of Confederation. 

The imports into Nova Scotia for home consumption, say in 1867,* were $39.50 per 
head. The sanie year into Canada, a^r deducting coin and bullion. Military Stores, &c., 

* Error io figures; should haT« b«oa I £66, the retaroi for 1867 not having heen published in 
NoT» S«otia. 

2 
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not included in imports in Nova Scotia, they were only $20.00. Henoe applying one 
over all, the amount collected per head in Nova Scotia will greatly exceed that in Canada. 

Circumstances willl occasionally vary this. An abundant grain crop in Canada, with IurIk 
prices, will increase the funds at the disposal of your people for t£e purchase of imported gooauB, 
whilst a failure of the Fisheries, and of the Mining and Shipbuildbg interests in Noya Soo- 
tia, will diminish ours. I made, some time ago, a comparison of the income ayailable for tlie 
purchase of goods of the two Proyinces from the Exports in five of the principal branches oF 
industry for the year of the last Census, viz : 



Branches of Industry. 



Value in Canada, j Value in N. S. 

Per Head. 



Pop. 2,607,647 



Agriculture, 

Mines 

Sea 



Forest 

Shipbuilding, 1863. 



$14,259,225 

558,306 

833,646 

11,012,363 

3,000,000 



Pop. 330,857. 



Per Head. 



$5,66 

22 

33 

4.36 

1.19 



11.76 



$786,526 
658,257 

3,094,449 
767,136 

2,000,000 



2.37 
1.98 
9.35 
2.31 
6.06 



22.07 



Giving to each Nova Scotian twenty*two dollars and seven cents, and to each 

. only eleven dollars and seventy-six cents ; the difference, I apprehend, will be fonnd eaaally 

great in subsequent years, until the abrc^tion of the Reciprocity Treaty with the United 

States. You may safely assume, as a rule, that our people, mainly engag^sd in Fishing, Min* 

ing and Shipbuilding, will import more largely than yours, differing iao much in geognmhioal 

. position, occupation and habits. As Confederation gives Free Trade with Canada in manunotnr- 

ed goods, part of our wants will be supplied there, but in many cases at as high a cost to the 

consumer as if imported elsewhere under a ten per cent tariff, the only benefit being to the 

Canadian Manufacturer. 

I 2ndly. Because it increases our Tariff and Taxes. 

Considerable discussion has taken place respecting the extent of this increase, and the 
necessity for it, supposing the Confederation Act had not passed. 

You will see, however, that no matter to what extent the Tariff may be increased under 
the Act, and suplemented by Stamp Taxes, all we are released f^m is the difference in the 
interest we paid the year previous to Confederation, and the interest on eight millions, which, 
counting Provincial paper and Savings Bank, will be $121,213 and cost of management, say 
$5,000 more, now whilst only relieving us from this you increase the Tariff largely, impose 
new taxes, and also reduce our average sum for local services over $200,000, as I shall present- 
ly show. 

You will say that we have our section of Intercolonial, from Truro to the border, built, 
true, but the present rate of duty does not provide for that service, and either you 
must depend upon a further increase, or the natural increase of revenue by the time expendi- 
tures are made, which we could have calculated upon ourselves. 

We had the road under contract for a subsidy of $120,000 a year, for twenty 7^^ 
equal to a permanent tax of, say $80,000. So that all we have for the increase of Tarifl^ 
Stamp Tax, Newspaper Postage, and the growth of the country and its natural increase of 
revenue, is difference in interest on eight millions ipart Provincial paper), and amount (paid) 

in 1866, which is $121,213 

Cost of Exchangeand Management 5,000 

For Subsidy to Road from Truro to Amherst 80,000 



Less amount Confederation reduces our local grant. 



onlji 



$206,213 
202,000 
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A Slim 80 uuDgnifioantl J emallihat joa cannot beBOipriied that we are unwilling to 
tfabnit to it. 

3rdlj. On aoooont of the arrangement of debt. 

The Act baaes the amoont of debt given to each Province on the population, allowing 
Canada $62,500,000 or $24,92 per head ; New Brunswick seven millions^ or $27,77 per 
bead ; and Nova Scotia 8 millions, or $24.17 per head, placing Nova Scotia 75 cents per head 
under Canada, or, for her population, in all $248,142, and- a very much greater sum below 
New Brunswick — a departure from this basis of adjustment to the loss of Nova Scotia. Tou 
may have, at the Quebec adjustment, estimated the population by the rate of increase pre- 
^ous to the last Census, but I am quite certain that, with the discovery of gold, the great in- 
crease in Coal Mining and all other branches of industry in Nova Scotia irom 1860 to 1866, 
her population increased as rapidly as in any other Province. 

Population alone, however, is not sufficient as a basis, a consideration should be had to 
the inoome,«*to the revenue. 

Taking the income from Customs and Excise in 1863, the year just preceding the ad- 
justment of the Quebec scheme, and allowing Nova Scotia eight millions debt, Canada should 

only have $54,475,000 

1865 53,163,000 

1866 59,200,000 

This is without making any allowance for an increase of Tariff to Nova Scotia. 

Taking an average of Revenue, and allowing for the increase of tariff, the debt allowed 
Canada should not have exceeded $50,000, or if 62^ were allowed her, ours should have been 
10 millions at least. There is also a difference, and we claim an injustice done us, in the 
value and amount of the assets supposed to offset the debt of each Province. Your total liabili- 
ty is shown bv your returns of 1867 to be $88,444,890. This you propose to reduce to $71,- 
200,000, which will take $17,244,890 of the best of your assets; then Ontario and Quebec 
having to assume $8,700,000, they have, in Schedule 4th to the Act, assigned to them $12,- 
046,888, leaving to ofiset $62,500,000 but $58,153,122. 

Then of this balance, over 30 millions yield no return whatever, and the remainder only 
aI>out three-fourths per cent. In the astets yielding this return you have enumerated harbor- 
piers, light-houses and roads and bridges ; total $4,442,295. 

Now, we have as many light-houses as you ; we have every year expended large sums in 
improving harbors, building piers and breakwaters, and in the last ten years we have expend- 
ed ny Government $1,603,000 on our roads and bridges, so that we have in* assets of that 
class an amount equal to you, which, calculating by the difference in population, fully offsets 
all yours yielding any revenue : That is, we have public property outside of that, representr 
ing our debt equal by population to all of yours yielding a return, leaving, our railways and 
some other public property in your hands without an equivalent. 

When we commenced the construction of railways our debt was only $678,835. Those 
works, with some public buildings, brought it up to nearly nine millions, exclusive of the 
''right of way'' paid by the Counties through which the railways pass. In assuming eight 
miUions of this debt you have, as we claim, taken our railway and many other public works) 
without giving a return. It may be said that our railways have not paid interest, but you 
should bear in mind that the connections to furnish traffic are only being completed. The 
fifty-two miles to Pictou runs into an inexhaustible coal region, taps the trade of the Gulf 
and will facilitate intercourse with Canada. The branch to Windsor, 35 miles, connects 
with the Windsor and Annapolis Railway, now building under subsidy from us, which, when 
finished, must add largely to your receipts ; ||and then the main line from Halifax to Truro, 
62 miles, will form so much of the Intercolonial, and be as good to you as the sum it cost 
to build, as the Act declare that you must connect Halifax and the Gulf of St. Lawrence. 
Had we left this section of the Intercolonial to be built by the Dominion Government, the 
cost of construction placed at the credit of Nova Scotia, would greatly assist llie Local Gov- 
ernment in meeting calls upon it. Should you take the section of road building &om Monck- 
ton to Nova Scotia, lines under subsidy from the New Brunswick Government, you will most 
pobably return the subsidy, or a great portion of it, to New Brunswick, and thereby reduce 
her indebtedness. 

Our daim to a return of the cost of the section of Intercolonial, 62 miles, rests on as 
ptnng grounds aiv t|i^, ^t ^§ hold we hf^ye a Tigk% to th^ returns of all our railway, yo4 
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not fJC^ving, in DominioD property, sa eqi^iTident. There ifl another consideration worth men- 
tioning here; after it was known that the Confederation Act would pass the Imperial Paarli&- 
ment, we gave a Bahsidy of $1,103,000 to extend the railway from Windsor to Annap»olia, 
which will largely help to make the GoYemment 45 miles from Windsor to Halifax "paying 
property. This might hare been left ; its claim upon the Dominion for aid was stronger 
than any public undertaking except the Intercolonial, which we shall hare in Noira Sootia 
for a very long period. Whilst you have railways to extend, canals to build and others to 
enlarge, requiring almost unlimited sums, and considering your power in the Dominion Par- 
liament, it is not exceeding probability to say you will provide for them as soon as poaaiMe. 
tiast Session you cancelled some three or four millions for votes of old Canada, and among^ 
them a million for defence, stating that as the money was undrawn, you would provide for 
the services when needful, out of Dominion funds. Had we not some claim to have a liability 
such as this, unexpended and undrawn, treated in a similar manner? It is however, left ixp- 
on our shoulders, reducing by $55,000 the sum allowed us for local services. Another finam* 
cial objection, and the one which bears heaviest with many, is the want of a suftcient sum 
for local services. The people of this Province have always been aoeustomed to have uoiBt 
of their local public services provided for out of the general revenue. There is a p^-feot net- 
work of roads, with thousands of bridges, all over the Province unobstructed by toll 
and mainly kept up by public grants, as also many other local services. 

As soon as it was demonstrated that the sum for local services would be very much 
under Confederation than we had been accustomed to, and that those services would have to 
be sustained by direct taxation, the hostility to Confederation was largely increased. Sut 
your people were shown that Confederation would give them an increase of local funds, aad 
no doubt it largely influenced their assent. 

The amount of our annual local expenditure has been from five to nine hundred thoa- 
sand dollars, say an average of $658,000. 

Mr. Gait gives them average of your local expenditure previous to Confederation^ 
$2,021,979, but note how largely it is increased. The assets in schedule 4th, exceeding by 
$3,346,888 the debts assumed, gives a balance of income, after paying intereat 

of. $ 89,761 

Subsidy, 80 cents per head and $150,000 2,156,121 

Local revenue, as given by Mr. Gait 1,297,043 

$3,542,925 
Making an increase for local piiipofles under Confedeiation of. $1,520,946 

Mr. Gait however, piaeed the local ret^ntre much lower than the estimates shown by 
the Finance Ministers of Ontario and Quebec, viz : 

Ontario $2,077,267 

Quebec 1,754,333 

Total for local services $3,831,600 

Beiilg toeairly double the amount of the average grant pi^vious to Confederation. With tia 
it Is just the reverse, instead of having all average expenditure for local purposes 
of. $«i58,0d0 

We have JSudsidy and Bonus ......^ $324,000 

Local Revenue..... w 132,000 4.^6fi60 

Deficiency $202,000 

it is true th'&t i htger sum thati this has been af^ropriated this year, but it is irom 
likretos belonging to the year pluvious, Whi<ih tfe not oroinary revenue, and should have been 
appropriated to 1^ recfootion Of the debt of Ae period to which it belonged. The tendency 
of all govdraments is to tepend all ilioniys passijbg through Idieir hands, rather than pay off 
debt. I am <|ttite ssre tbkt yofi i^\ say that it Was W^U tiiat it was done in thitr case, for 
had our Local Qoyefr n men t confined th^f appi^^^prtatioBS to the net sum Confederation gives, 
and provided by Bill, as they must do eventually, for raising by taxation on ib^ Counties 
the balsnoe require to sttttain hxMl iBarvices, yoti would in leas than six months see Nov* 
fkota o«t of lbs Qo^MultKtmki m wJjT ^neiliaMd \^ BriU^ baf onetei 



Bat to retam U> the Local Reyenuet, yon wQl see that ibe caee stands thus : Cahada 
gains by Confederation $1,520,946, or by latest estimates nearly $2,000,000, whilst Nova 
Scotia loses over $200,000. It is therefore not surprising that the people of Canada 
assented to Confederation, but it would have been surprising, other things being equal, had 
the peo]^ of Nova SeOlia consent^ to it It is with peoples as with individuals, they fed 
more keenly the lo86 of those benefits ihey have long enjoyed than the failure to secure new 
ones. ^ 

That Nova Scotia did not consent to the Act of Conftderation, that she stru^les to be 
released from it, is mainly because she believed it takes away her old, long enjoyed and 
valued possessions without returning an eqnivadent. The people feel that they are called 
upon to give up a la^e portion of the sum from which they have hitherto sustained their 
local services, and whilst unwilling to do this, they ask what concessions are the people of 
Oanada making for Confederation, and when you fkil to shew that it is an act of mutual 
concessioDS — when you cannot place your finger upon a single right ox privilege, or dollar of 
money, that you concede, they naturally and determinedly rebel against a surrender of at 
least one-third their average allowance for local purposes. 

It is BuBKE, I believe, who says very truly, that '' all good governments, indeed every 
human benefit and enjoyment — every virtue and every prudent act— is founded on compromise 
and barter," anduntU you are able to demonstrate to our people that the surrender of so great 
a part of their local expenditure, is the exchange given for some equally valuable concession 
by Canada, you mult not h(^ to con<Hfiate Nova Scotia. 

It is olaitiied by your fHends here that your expendituTes in Nova Scotia during 
the past year have exceeded your income. I have not the means at hand to investigate 
this ; but suppose it is so, you must not forget that this is with Nova Scotia an entirely 
exceptional year. Tnde is almost suspended and importations greatly reduced, and it is not 
improbable that it may also be exertional in the liberality of your expenditure. 

You should ateo bear in mind that Iteee-fourths of the importations from foreign coun- 
triM we^e under the old taliff, whilst in the whole year, from Canada, they were free of duty. 

If k be that the ea^ienditure for the whole i>omimon has exceeded the whole income, 
y<m %i& not of course use any deficit tb^re may be in Nova Bcotia to the prejudice of our 
case. 

But m e[ fom\^ you continue to expend ttore than your receipts in Nova Scotia, even 
under the h^her Tariff, our people will be dow to believe that the fault is in Nova Scotia, 
but rather attribute it to the more expensive systein6f management attendant upon Confedera- 
tion. It was not the fault of Pharaoh's well-favored kine that they did not improve the con- 
dition of the seven that dev6ured them. 

The question witii our people is not so -nddi whether Oaiiada is better or worse for the 
connection, as it is what effect haA it upon Nova Scotia I ibid, when another year shows the 
answer piaSn atid unmistakable, that ovr annual appropriation, '^ich was felt in every section 
and by-road of the Province, as you wilt 'see Vy reference to the rond scales in our journals, 
is suddenly withdra^i, and the only modeof Tephushug it is by direct taxirtkm upon the districts, 
the hostility to Colifedelrirti6n will assume a more active and urgeuft form than it has hitherto. 
N6 matter what ihay bb said to the contrary, I affirm that all through the contest, the feel- 
ings of the people have been in advance of the politicians, and the universal desire was for 
fbe Looid Lq^slature to take a stronger and bolder line of action. 

But having decided to repeat oonstitutioataA means, it was well Ihat they supplemented 
the e i qp e ttditurt by so large an appropriation bdonging to the period anterior to Confedera- 
tion, as, shouhi ifein the ineaatime oblatm our reateohabk requebt, and be perobitted quietly 
to rstura to our old pditioal position, the^nseof ^roibg and the bitteriiess it engenders 
will not^ i trust, have sunk tob deep into liie hearts of the people to be reteoved. 

In tiius cohfiaing myself to that pairt of otr oa^ resferrei to in your letter, you must not 
suppose that it is solely on ffnimcial grounds that we object to Ae Union Act It is unne- 
osswry to refer to otheft at present, and I onfy hope that ^hat I have said may assist you 
to the oondusion that we are justified in opponng Ctofederation. 

I hava the 1ioB(dr fo be, 

Yxnurs truly, 

(Signed) A. Wi MoLBLANi 
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FINANCIAL EEPORT ON NOVA SCOTIA. 

(Strictiy Confidential.) 

Mr LoBB.— Id oomplianoe with Tour LordshiD's request, I hftfe now the ho&or to sub- 
mit the leBult of the inyestigations into the finanoiu pofition of Nova Scotia, aa affeeted bj 
th^ Union. 

The primary objeot of the enquiry waa to ascertain whether the burdens on the people 
of Nova Eicotia are greater now, than mey would have been had no Union taken ^soe, and 
subsidiarily to contrast the position of that Province with the other sections of the Dominioii, 
in order to see whether the Financial arrangements, as settled by the Union Act, operate 
any relative injustice towards them. 

I have felt that these investigations, to be of any value, ought to be conducted iri£h 
judicial impartiality, and that all the facts must rest on the basis of official returns. 

Having personally had no participation in settling the Financial provisions of the Unioii, 
I was able to enter on the enquiry without any preconceived impressions of the justice or 
otherwise of these provisions. 

I have also endeavored to obtain an accurate comprehension of the main causes of oom- 
plabt, and to weigh them fairly. 

It would serve no good purpose to encumber this report with special allusion to all the dif^ 
ferent minute points of objection which have been taken against the arrangements, or to re- 
view the arguments by which it is sought to prove the adverse effect of each separate feature 
in the scheme on Nova Scotia. 

These were presented in the course of the first Session by one of the ablest Members 
from the Province of Nova Scotia, and were repeated by the Provincial Treasurer in a de- 
bate in the Legislative Council in the month of September last. 

I have beoi favored with an epitome of them by these gentlemen, and while it will be 
seen that the points they have raised have been Mly considered, and are remarked on in de- 
tail in the Schedules attached to this communication, I have thought it better to confine xny 
report to the general results, rather than complicate it by attempts to discuss the justioe or 
otherwise of each individual item in the accounts. 

Great difficulty has arisen j&om the imperfect, and in some cases, inaccurate character 
of the returns, to which reference had to be made; and while I believe the general results 
cannot be seriously affected, I ought not to withhold the expression of my doubts of the per- 
faot reliability of the only data available. 

I desire specially to guard myself against being precluded from modifying the conola- 
sions I now convey, should I have evidence hereafter of the erroneous character of these data. 
I ought also to say that the ultimate practical effect of the fiscal changes on Nova ScoUa, 
cannot for the present be other than conjectural, because in the first place the chaoffes cre»* 
ted in the character of the Trade are already very great ; in the second, the statistics shew, 
and that but imperfectly, what those changes have been only up to July last; and in the 
third place it is obvious both as a matter of reason and in the light of the experience we al- 
ready have, that the ultimate and permanent effect cannot be ascertained at Uie threshold of 
the Union. 

While it was obviously desirable that the questions to be determined should be as four 
and simple as posuble, it was equally so that tne results should be tested in a variety of 
ways, and that all the data on vmich these results depend, should be submitted for referenee« 

The leading principles on which the financial arrangements in the Union Act seem to 
have been based, were to allow each Province to enter the Union with h certain amount of 
debt per head of the population, as assumed at the time of the Uuion, according to an eeti- 
matea percentage of increase since the last Census in 1861 ; to pay each Province an annual 
subsidy of so much per head on the population as ascertained by the Census, and on any ex- 
cess of debt which either might be found to owe, to charge interest at the rate of 6 per oent, 
deducting the amount from the annual subsidy. 

Certain public works belonging to each Province were tran8ferre4 po the. PominiQiiy 
Wbi?C C«rtai() Ptbm were reserved as Provincial property. 
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I.— OBJECTIONS BY NOVA SCOTIA. 

Nora Sootia howerer dispnteB the justioe of these nilea, whea practioally applied to her 

oiroumstaaoee, oovLteskimsfintfy^ that population shoald not have been admitted as the 

sole basis, either of estabushing the debt or payment of the subsidy, but that the extent of 

previous ocmtribution by each Province to the reyenue should also have been eoniidered ; 

that erea if the basis of population were just, the estimate of the numbers is unfair to Nova 

Sootia, because the percentage of assumed increase to her numbers once the census of 1^61 

is leas than allowed to Ontario and Quebec, and below what it should have been : $eeondly^ 

that Ontario and Quebec, forming Uie old Proyinoe of Canada, possessed productiye assets, 

which were retained by them as tiieir own property \ that these assets represented their debt 

per head, and being apportioned between them, brought in reyenues that not only preyented 

their being aflEiBOted by the stipulated deduction for any excess of debt, but were actually 

ayailable as sources of additional income beyond the amount contributed by the Dominion 

Treasury; that Noya Scotia possessed no corresponding class of assets, or if she did, that 

they were by the Union Act taken possession of by the Dominion. She further contends 

that apart mm these considerations of relatiye injustice, the practical effect on her has been 

that whereas her Tariff on Imports from which nearly the entire reyenue was deriyed, and 

which was the only burden on the people, was on an ayerage less than ten per cent ad yalor- 

em| it has now been raised upwards of 15 per cent; and that there haye been superadded: 

Ist. Duties of Excise; 2nd. A Stamp Tax ; 3rd. A tax on Bank circulation, and 4th. Ad« 

~ Postage on Newspapers. 

The hardship resulting from the nominal increase in Customs, is, as is urged \y Noya 

da, further aggrayated by the fact, that Whereas her products chiefly consisted of Ships, 

Lumber, Fish and Coal, she had to dispose of these abroad, and consequently had to import 

nearly all her articles of consumption from foreign Countries; thus causing her population 

to pay a higher sum per head in duties than Uie people of any of the other Proyinces; 

that therefore the increased duty in Customs is one which peculiarly effects her exccj^tional 

position, and that the nominal percentage of increase does not represent the real addition to 

the burdens on her people. 

It is further urged that notwithstanding this increase on her burdens, the total amount 
to be reoeiyed by her from the Dominion Treasury, and from the Proyindal sources of Beyenue 
and the Assets reseryed to her, fall far short of what she formerly had, and are less indeed 
than is necessary to carry on the (Joyemment, and proyide for the local seryices which the 
new Constitution has assigned to her. « * 

A yarietj of other objections haye been urged from time to time in detail against the 
financial proyisions of the>lJnion, but I think they ase comprehended in those I haye stated| 
yii: — 

let. That the principle of allowing each proyinoe so much debt per head, and, paying 
eaeh a subsidy per head, ignoring the tax paying element, operates practical injustice to Noya 
Scotia in the circumstances in which she stood, and that eyen that principle, supposing it to 
haye been just, has been unfairly applied. 

2nd. That in the appropriation by the Dominion of Public Works situate in Noya 
Scotia, as well as of her IqkmJ assets, and the reseryation to Ontario and Quebec of reyenue 
yielding properties and works, there is relatiye injustice to Noya Scotia. 

3rd. ^ That Noya Scotia is not only subjected to increased taxation, but that the princi- 
ples on which that taxation is imposed operate with special injustice to her ; and 

^ 4th. It is asserted that if Uiere had been no Union, and No^a Scotia had raised her 
Tariff to the extent since done b^ the Dominion Parliament, it would haye produced suffi- 
cient to haye met her increased liabilities, provided for her local sendees, and left a surplus 
beyond; whereas as is contended notwithstanding that increase the reyenues left at her dis- 
posal are inadetjuate to meet the services she has otutoooMxily provided fot* 
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2.— OBJECT AND EFFECT OF ACCOMFANTINQ STATEMENTS. 

The fftatemeiits which aooompanjr this Report have heen prepued witfi a vwm of 
taining how far the caLoulations, — on which theasTaiioq? gsounids ^f oonj^aiiit nat,- 
supported by facts. 

It would be beyond the limit of my duty to offer aay further oominent on these 
ments, than is necessary to poiat out to Your Lordship what they may or may not eatabliiali, 
and in what respect I believe they ought to be tdcen with reserFe. 

It is however proper to state that the gendemea engaged in the peeparatioa of them weE« 
instructed, as the various features affecting the results came up, to deal with them all, not 
with the aim of endeavoring to prove the equity of the eKistin^ anangei^ents, but rather in 
a spirit of critical examination with the viewoifdiseovering in whait way the several iaci> 
dents might possibly be unfair to Nova Scotia. That duty I believe has becft fiuthfulij 
performed. 

It wiU be convenient first to advert to those points wJuek would seem to admiib of 
little reasonable doubt; and (bearing more espeoialiy on the 3rd and 4th gronndji of oom- 
plaiut) they are : — 

a. That there was an increase in the tAxatinn impawii on Nova dooAia after the 
Union. 

b. That thai increase was chiefly in Custoais Duties. 

G. That previous to the Union, Nova Scotia received considerably mose per head of 
imported goods both dutiable and firee than the rest of Canada boA paid more per bead of 
duty on imports. 

The statement I (Appendix I), shews l^at the value per head of Total Lnporto for the 
last firtt years was : — 

Canada. Nova Scotia. New Brunawiclc. 

1864.... «J7.07 $34.25 $35.49 

1865 15.89 39.55 28.05 

1866 19.38 39.37 39.68 

1867 20.99 34.52 aO.03 

1868 21.59 23.29 22.90 

That the value of dutiable goods per head during tiie same period in Nora Sootia and 
Caaada, (the returns for New Brunswick being incomplete) was : — 

Canada. Hova Secn^a- 

1864 $11.41 $21.42 

1865 10.09 21.42 

1866 13.27 28.06 

1867 14.25 22.33 

1968 13.88 19.93 

That the duty paid per head was : 

Canada. Nova Sootia. New Bruunidl:. 

1864 $2.44 $2.98 $3.67 

1865 2.26 3.14 2.83 

1866 2.92 3.76 4,11 

1867 2.»0 8.32 4.17 

1868 2.84 3.21 3.27 

It is however to be remarked /r«^, that the Estimateii of tiie years previous to the 
Union are based on a higher rate of duty than that which existed in Canada at the time of 
the Union, inasmuch as the Tariff on unenumerated articles was reduced in the session imme- 
diately preceding the Union from the ad-valorem rate of 20, to that of 15 per cent; while 
many articles formerly paying 10 per cent in Canada were made free; vaisecfncl/yy that the 
rate since the Union is only an estimate, and probably an imperfect one, inasmuch as there 
have been two changes in the Tariff, one in December, 1867, and another in April, 1868, 
and that the latter change had special reference to articles consumed in Nova Sootia, such as 
breadstuffs, ship-building materials; etc, from nearly all of wbioh the duties formerly existing 
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Were ehtirely remoyed, while the tonnage dues on Shipping formerly imposed by her have 
also been repealed. The returns are not yet all complete, and this statement is to be regard- 
ed as approximate only. 

That there was a sensible reduction however in the percentage of Customs, is proved by 
the fact that the returns of the first nine months subsequent to the Union shew an average 
reduction in Customs on the value of dutiable goods of three per cent, as compared with the 
rate in Canada previous to the Uni^, and on analysis of the Tables (Statement J.) of 
Imports into Nova Scotia will show that a large proportion of the articles which formerly 
paid duty are produced in Canada and will now be available free to the consumer in Nova 
Scotia. Keeping these considerations in view as affecting the comparison of the figures of 
former years, my furtiier observations of their efiect as bearing on objections Nos. 3 and 4 
Will be found in a subseqtient portion of this reports 



[3.— DIVISION OF DEBTS AND ASSETS. 

l^he objections taken to the appropriation, and the division of the assets and local 
Kevenues among the various Provinces, and by which it is alleged the interests of Nova 
Scotia were injuriously ajEPeoted, have a necessary bearing on the fairness or otherwise of the 
principle stated in the first ground of complaint, vis : that an equal jver capita assumption of 
debt and payment of subsidy, works unfairly to that Province, which, as ift averred, paid 
more in Customs, hJad no sources of local Eevenue, and to which no allowance was made for 
the Public Works of which the Dominion denuded it. 

It will therefore be convenient to consider these two objections together. 

Your Lordship will see that it was not unnatural that misconception on this point 
should exist in Nova Scotia, even amoi^^the best informed of the Public Men, since they 
derived their information wholly from the published accounts of Canada, and could not be 
expected to be aware that many of the items in those accounts represented liabilities on the 
one side, and assets on the other which were purely nominal but which were brought forward 
from year to year for Book-keeping reasons only. 

Ascertaining the strength of this misconception I caused the communications already 
alluded to in which these points in the case of Nova Scotia are strongly dwelt upon, and all 
others within my reach in which any facts that seemed to call fi}r explanation were stated, to 
be referred to the Auditor General, and in Paragraphs II to Y inclusive of his Report will 
be found clear and exhaustive explanations shewing the extent to which the adjustment of 
the debta and the apportionment of the Local Assets affect each Province. 

This statement is specially valuable because in it the Auditor Gk^eral summarises all 
the objections taken by Nova Scotia, and furnishes such answer to each ajs the real state of 
the facts warrants. It will be seen from that statement that the true debt of Canada is not, 
as is supposed, $88,000,000, but only $72,000,000, and that there has been no appropriation 
of any assets by Canada to effect the reduction from the former noiiiinal to the latter true 
figure. 

It is believed that this explanation of the true amount of debt will be satisfactory, and 
supposing, as Nova Scotia desires, that the element not of population alone but of contribu- 
tion to the revenue as well, ought to have been considered in settling a basis for the amount 
of debt which should be allowed to Nova Scotia, it is obvious that the contribution of 
Canada, in the way of excise as well as customs, should be taken into account. 

Adopting this view and taking the average of 3^ years anterior to confederation. Nova 
Scotia would have been entitled to $303,000 more of debt than is allowed her. But if the 
revenue derived by both Provinces from all sources be considered it would onlv have been 
$130,000 more. The calculations made by the Auditor G^eral in paragraph III., would 
seem to bear out these results. 

As to the actual character and distribution of the assets, I would call your Lordships' 
attention to paragraphs IV & Y. in the Auditor's report which will serve to elucidate the 
more general terms of my observations. 
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4.— LOCAL REVENUES RBSBEVKD TO ONTARIO AND QUEBEC 

It will be seen that the chief sources of local revenue and the productive assets appor- 
tioned to Ontario and Quebec consist of: — 

a. Crown Lands and the arrears of money due on them. 

6. Certain funds, such as the Upper Canada Building Fund, Common School^ and 
other Educational Funds, &c. 

The funds enumerated und^r (b) undoubtediy^ield a considerable revenue, but this 
cardinal point is to be kept in view in weighing the advantage which the payments on 
account of them confer on Ontario and Quebec, viz : that they constitute in great part the 
excess of debt over the $62^ millions allowed to Canada, and that though the interests on 
them is paid by the Dominion to certain persons and public bodies in Ontario and Quebec, 
yet an equivalent amount is deducted from the subsidy payable to these Provinces on the 
excess of debt. 

In other words the excess of debt is mainly created by these trust accumulations ; and 
it would be the same to Ontario and Quebec if l^ey were not paid these revenues, since they 
would in that case receive the amount by way of subsidy, wluch is now deducted to meet 
the interest on this excess of debt payable to themselves. 

They are not a distinct source of revenue over and above the subsidy, but what Ontario 
and Quebec receive on these trust moneys they lose on the subsidy . 

Thus the total debt of Ontario and Quebec is estimated at about $72,500,000 the excess 
on which interest has to be paid being $10,000,000 or $500,000 per annum ; while the 
interest payable on trust account to Ontario and Quebec is $312,630 per annum. 

The Crown Lands and arrears due on them cannot, however, be regarded in the same 
light. True, Nova Scotia retains her lands as well, but it is asserted that they are of leas 
relative value. 

In order to show what the total revenues of each Province, as well from Dominion as 
from local sources will be, a statement has been prepared which it is believed approximates 
nearly to the actual fact. That statement (Appendix No. Ill) is based on the receipts of 
the last three years and on the assumption that in Ontario and Quebec, of the undistrihuted 
Crown Lands revenues, ^ belong to Ontario and ^ to Quebec. It shews the following 
results : — no deduction bemg made for excess of debt of any of the Provinces. 

•Revenues from all sources. Dominion as well as Provincial, per head 

in Ontario $1.69 per head. 

Do New -Brunswick 1.65 <* 

Do Quebec 1.62 *' 

Do Nova Scotia 1.36 " 

This*statement, it will be perceived, includes the Revenue from the various local taxes 
as well, such as from Law Proceedings, Marriage licenses, &c., &c., and which as they are 
imposed and paid by the people themselves in the several Provinces, can hardly be re^rded 
as Revenue producing assets distributed by the Union Act, though the power to continue to 
raise them is conferred on the several Provinces. If that power were not exercised the local 
Revenues would be so much less. 

This, however, being matter of argument, and there being several kinds of Provincial 
Revenue derived from local sources which do not all stand on the same footing, and with 
respect to which an honest difference of opinion might exist, I have caused a further state- 
ment to be prepared shewing the results on all the hypotheses which can arise. 

The one which would seem most fairly to embrace the realjustice of the case, is that 
which, after deducting the interest on the estimated excess of Debt and the Revenue from 
purely local taxation, gives the following results : 

Net Revenue per head Ontario $1.40 

Quebec 1.28 

Nova Scotia... 1.19 

New Brunswick 1.46 

If the hypothesis contained in this statement be adopted the total Revenue of Nora 
gcotia, estimating her population at 330,857, would be $69,480 leas than if she had the same 
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per head aa Ontario. Reference is made in connection with this statement to paragraph X 
of the Auditor's Report. 



5.— RAILWAYS AND PUBLIC WOUKS. ^ 

It is objected moreover that the Dominion has appropriated the railways belonging to 
Nova Scotia, and that as Canada has no railways, and made no corresponding contribution to 
the Dominion, the cost to Nova Scotit of these works should either not have been included as 
part of her debt, or else she should have been allowed to retain the roads as her own pro- 
perty. 

The answer to this argument it is believed will be found in the following facts : — 

1st. That Canada having adopted a different system from Nova Scotia, vis : that of 
making advances to Companies to build Railways instead of building them herself, Canada 
brings into the Union and gives it the benefit of more milea^ of Railways in proportion to 
the population and debt incurred, than Nova Scotia does, viz : 1 mile to every 1274 souls, 
at a cost to the public of $10.77 per head, whereas Nova Scotia brings in but one mile for 
every 2279 souls at a cost of $19.04 per head. 

If the Canals and other Public Works of Canada yielding Revenue are included, as it 
would seem but right they should, it will be found that the charge for Public. Works per 
head is in Canada $18.61 whereas in Nova Scotia it is $19.04. 

2nd. Canada makes a direct contribution of Railway property, not it is true in the work s 
themselves, but in what is more valuable, in securities bearing a first charge on productive 
Roads, and which securities Nova Scotia and New Brunswick elaim shall become the abso- 
lute prqperty of the Dominion without any allowance to Ontario or Quebec in reduction of 
their debt for what may be realized from these claims, viz. : 

A. Due by Great Western Company. A good asset $ 3,731,395 

B. Due by Northern Company. A good asset $ 274,310 

C. Due by Grand Trunk Company. A good asset $ 243,406 

D. Other claims which are not now, but may hereafter become 
valuable, viz : the advances to the Grand Trunk Railway and 

Northern Railway, of the nominal sum exclusive of interest of $ 17,454,300 

* 

The whole question of the Railway property which has formed the subject of anxious 
and unprejudiced consideration, will be found fully discussed in paragraphs 6, 7 and 8, of the 
Auditor's report. 



6.— FINANCIAL POSITION OF NOVA SCOTIA AS A SEPARATE PROVINCE. 

Having adverted- to those features in the Union Act apportioning the Property and 
Assets which may be supposed to be adverse to Nova Scotia, it is now proper to notice the 
position she would have occupied alone, and to consider whether there is more drawn from her 
than the Union has to pay for her ; and whether she has been left sufficient Local revenues 
for her Provincial wants. 

From the statements noted below, it may be assumed as certain : 

(a) That the debt of Nova Scotia was steadily augmenting ; — (App. 1, Statements A. 
B.C.) 

(6) That in each of the three years preceding the Union there was, beddes the aug- 
mentation of her debt, an increasing deficit between revenue and ezpenditure. Statements v. 
andG.) 

(r) That if there had been no Union, or if Nova Scotia were now to go out of the Un- 
ion, she must provide for that deficit to the extent of firom $300,000 to ^00,000 a year at 
least. (Sutement L.) 

Statement A shews that her debt augmented, and the increased charge for interest| 
were as follows i 



16 



1864, Debt, 


$4,846,146 


Interest 


1864, 


$183,776 


Sarplns 1864, 


$68,427 


1865, " 


5,176,185 


a 


1865, 


278,875 


Deficit 1865, 


52,491 


1866, " 


6,032,016 


it 


1866, 


309,145 


" 1866/ 


176,82<» 


1867, " 


8,026,117 


ii 


1867, 


382,306 


" 1867, 


832, T9U 


1868, " 


9,288,121 


It 


1868. 


506,787 


" 1868, 


359,087 



This statement it is belieyed rests on official data, and attention is called to the abstxacts 
referred to in it, by which its accnracy would seem to be satisfactorily proved. It is also to 
be noted that it rests on the assumption that notwithstanding the annual deficit and tlie in- 
crease in her debt, she could haye obtained the new Loans she needed at the same ra.te of 
interest as before. This she could hardly have done, for I find that on the last operation she 
attempted in 1865, the Financial agents report their inability to effect a sale of Nova Sootia 
Bonds, while after the Union, and charged on the Revenues of the Dominion, these same 
Bonds Iff ere readily disposed of at par. 

The importaiit questions raised by the Provincial Treasurer of Nova Scotia as bearing 
on the position of the Provinee had she remained separate, have been stated l(^cal]y and 
clearly. He states : 

Ist. That had Nova Scotia stood alone and adopted the Dominion Taxation there would 
have been a surplus of $223,282. 

2nd. That had she put 1 per cent on her old tariff and reduced certain items on her 
expenditure which he considers might have been effected, she would have had a surplus of 
$187,568 applicable to her road and bridge service. 

3rd. That by the exercise of forther economy she might have left* her oM soalo of 
taxation in force, and she would have had $67,541 available for Roads and Bridges. 

The data however on which his conclusions rest are, it is believed, inaccurate in some of 
the details, and altogether fallacious in principle. He adopts as his basis of computation, 
the* revenue and expenditure of the years 1862-3-4-5 and 6. But this essential faUacy 
underlies his argument, vis : That the expenditure in Nova Scotia had not got to its normal 
state until after the year at which his comparison stops. The point of expenditure which 
Nova Scotia had aotudly reached is susceptible of positive demonstration and ought not to be 
dependent on a comparative estimate with former years. 

I have caused an analysis of his figures to be made, and even assuming his estimate of 
revenue to be accurate, which it is believed is in excess of the fact, the result shews : 

1st. That the real expenditure i$ understated by $596,584. 

2nd. That instead of there being ^ surplus, if i^e Dominion Tariff had been adopted by 
Nova Scotia alone, of $223,282, there would still have been a deficit of $373,302 which eho 
must have made good in some other way. 

A Mi reply to the propositions of Mr. Annand will be found in Appendix II. 
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Z: 7.— BPFBOT OF UNION ON FINANCUL POSITION. 



ring thus adverted to the position whioh it is believed Nova Scotia would have 
oooupied alone, I proceed to Qonsider whether the Dominion has drawn more firom, than it 
has paid on her aooount 

It aiqmrs by statement E that whareas there waa received from her in the first year of 
the Union aa ordinary Dominion revenue $1,504,910, there waa paid on her account as 
ordinary Dominion Expenditure, $1,173,178, or including subsidy $1,506,759. 

But in this statement no charge is made against Nova Scotia for her proportion of the 
cost of the General Oovemment, which divided according to population, would be about 
$117,043, making an excess of Dominion outlay beyond Dominion receipts of $118,892, or 
withholding the interest on the excess of debt a net excess of $100,563. 

The total receipts in Nova Scotia as well from the taxation of the Dominion as from 
the sources of Revenue reserved to herself were $1,738,733, whereas the total payments made 
by her, and on her account, wereonordinai^ services $2,097,821 exclusive of $845,569, which 
^was advanced for Public Works or on capital account, — ^shewing a gross excess of payments 
over recttpts of $il,204,657. 

It is tr^e that a large amount of this is on capital account, but the strain to provide fo 
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it would have been a serious one had she stood alone ; for after deducting all that could be 
chargeable to capital there would have been a deficiency of 8359,087 and lliis notwithstanding 
that the Dominion Tariff was in operation for seven months of the year. To this sum must 
be added certain items (Statement L) on account of debt which would increase the ordinary 
deficit on the year to |(390,840. Had Nova Scotia remained under her old Tariff, the deficit 
would have been greater and would have required a further loan over and above what ske 
might have contracted for her new works exceeding 34 per cent on the customs duties of the 
year. 



8.— LOCAL KEVBNUES AND EXPENDITURE UNDER UNION. 

Next ag to the question of Local Revenue and Expenditure — 

The great items of local expenditure in Nova Scotia are for Education and Road 
Service, and the diminution of these as thej affect every locality and individual, is calculated 
to create a dissatisfaction which the large outlay, now provided for by the Dominion'on heavy 
works in particular localities, does not counterbalance. 

It will be seen (Statement F. Appendix I) that the average expenditure for the 3^ 

years ending June 186V, on looal services, has been $766,669, while the average income from 

the sources reserved to Nova Scotia to meet those services is but $161,331, which adding the 

gross subsidy would be $494,912, leaving a deficit of $271,657 to be supplied by direct 

taxation. 

In ike year ending June 1868, the local revenue (including the subsidy without deduc- 
tion for excess of debt) was $567,405, while her total expenditure was $924,643, or exclud- 
ing a payment in reduction of debt $868,293, thus shewing a deficit on ordinary account of 
$30a,898 ; or indndii^ this payment, $357,238. 

For the calendar year ending December 1869, the estimate as furnished by the Local 
Government, and including arrears, is. Revenue $456,000, Expenditure $663,960, shewing 
an estimated deficiency of $207,960. In this estimate the only items which would appear to 
be capable of any impwtant reduetionfl are — For Education $165,000, Roads and Bridges 
$240,000, and Local works $50,000. 

I have no accurate means of estimating whether the cost of Civil Government, &o., in 
Nova Scotia, be reasonable, but judging from the estioi&tes in the other Provinces it may not 
be considered as excessive. Thus in New Brunswick the estimate per Jiead is 28^ cents, in 
Quebec 37^ cents, and in Ontario 17f cents, while in Nova Scotia it is 26f cents. 

The large additional burdens which beyond doubt Nova Scotia must have imposed on 
her people had the Union not taken place, are now supposed by them to be due to the Union, 
and the political discontent is aggravated because, simultaneeusly with these new burdens, 
there is a diminution in the class of Local Expenditure, which previous to the Union was 
borne by the Public Exchequer in Nova Scotia, but which is provided for by local taxation 
in Ontario and Quebec, and which if incurred by Nova Scotia, must be met hereafter in the 
same way. The only alternative open to her in the fotnre would seem to be either, first, 
wkoUy to dispense with or gready reduce these services, or secondli/y to meet them as is done 
in Canada by direct taxation. 

In order to compare the extent to which public grants for local purposes are supple- 
mented by Municipal Taxation in the several Provinces, I havQ caused a table to be prepared, 
(Appendix IV) distinguishing asfar as-possible, the various services which arc sustained by 
this united contribution. This statement, mu^t, however, be regarded only as an approxi- 
mate one, since it is bajsed not on actual results, but on the c^^timated expenditure of the 
Revcral Provinces, and the statistics shewing the Municipal Taxation arc besides incomplete 
in some of these Provinces. It serves, nevertheless, to shew that the local contribution by 
Nova Scotia for Education does not contrast unfavorably with that of other Provinces. 

The municipal or local supplement to the Parliamentary grants for Education, would 
appear to be as follows in the several Provinces, per head of the population : — Ontario $1.13, 
Quebec $0,77|, New Brunswick $0.41, Nova Scotia $0,70, or if the estimates furnished on 
behalf of Nova Scotia for 1867 be correct $1.07. 

In respect of Public Works, however, a ec^nparative immunity from Local Taxation 
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would appear to be enjoyed by Nova Scotia, the ^ame table ahewing that Ontario oon'tribiites 
for that service by Local Taxation $2.17, Quebec $0.74^, New Brunswick $0.44, and Har^ 
Scotia but $0 02 per head of the population. 

It is unfortunate that the necessity for the introduction of a new system as regards thar 
public Works in Nova Scotia, should be contemporaneous with Confederation. 



9— CONCLUSION. 

From the statementfl thus adverted to, it would seem to follow : 

Ist. That the principle on which the debts were arranged by the Union Act^ operates 
with some unfairness to Nova Scotia; 

2nd. That in the division of the property, local assets and revenues, or because the 
assets possessed by her were not of a character to be available, Nova Scotia is less favorably 
situated than the other Provinces in respect of local revenues ; 

3rd. That the increase of Customs presses more directly on Nova Sootia than the other 
Provinces, but this apparent increase and the consequent pressure, it is believed, will be miti- 
gated every year, as goods which she formerly imported from abroad, and which were chaz^ 
able with duty, are produced in other portions of the Dominion, and will now be available 
to her for consumption free of duty. 

4th. That she must have raised about $400,000 annually by way of additional taxation 
if she were out of the Union. 

5. That the amount raised by the Dominion from Revenue from Customs and other- 
wise is about adequate, if the results of last year continue in future the same, to meet all the 
current expenditure the Dominion is called on to make on her account, but less by $100,663 
if Nova Scotia is to be charged tkper capita contribution to the cost of the Civil Qovenunent 
and Legislation of the Dominion. 

6th. That the local sources of Revenue at present possessed by Nova Scotia are inade- 
quate to carry on the services devolving on the Province. 

It would be beyond my province to make any suggestion to your Lordship upon the 
state of facts which I find in my humble judgment to exist, and which I have endeavored to 
state as succinctly and accurately as it is in my power to do. 

I have the honor to remain 

Your Lordship's most obedient servant, 

JOHN ROSE. 
His Excellency 
Viscount Monck, 

The Governor Gkneral, &c., &c., &c. 



MEMOEANDUM ON MR. MoLELAN'S LETTER. 

Memobanduh on the Letter of Mr. McLelan, of September 17th, stating the Financial Dig- 
advantages under which Nova Scotia labours from Confederation. 

I have carefully considered Mr. McLelan's letter, have verified his figures, and I sub- 
mit an examination of each oFthe points which he has raised. 

1. He argues that the consumption of dutiable goods is much higher in Nova Sootia 
per head of the population than in Canada, and he states the relative proportions of the to- 
tal imports in 1867, to have been $39.50 per head in Nova Scotia, and $20.00 in Canada. lap- 
pend a table of the proportions from the best data I can obtain for four years, adding a 
column for New Brunswick. 

Total imports per head : — 

Canada. Nova Scotia. New Brunswick. 

1864 $17.07 34.25 35.49 

1865 15.89 39.56 28.05 

1866 19.3a 39.37 39.68 

186T.;:;:;;u 20.99 84.58 30.03 
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Value of dutiable goods per head: — 

1864 $11.41 21.42 Not distinguishable in 

1865 10.09 21.42 returns from New 

1866 13.27 r 28.05 Brunswick. 

1867 14.25 ^ •; - ' 22..33 

Duty paid per head : — '' •-•',,■■ 

1864 82.44 2.92 3.67 

^ 1865 2.26 3.14 2.83 

1866 2.92 ♦:. 3.76 ; 4.11 

1867 2,80... V^^ 3.32 '.^ 4.17 

Mr. McLelan's facts are therefore borne out by taking a more extended period, and the 
reason which he gives for the disproportion, viz., the different habits of an agricultural popu- 
lation, from those of one engaged in fishing, mining and shipbuilding, is no doubt to some ex< 
tent correct. But the notoriously small consumption of dutiable articles in Lower Canada 
must materially reduce the general average of the whole of the late Province, and it is al- 
most certain that the consumption of Ontario, if taken alone, although it is mainly agricultur- 
al, would equal that of the Maritime Provinces, if an accurate division could be inade. Of 
the entire Customs Revenue of 1866-67, $2,253,334.66 was collected in Upper Canda, and 
only $559,279.57 in Lower Canada, exclusive of Montreal ; the balance $4,211,305.63 was 
reoeived in Montreal itself, which supplies both Upper and Lower Canada. It may be some 
gaide towards determining the taxable capacity of Ontario as compared with Quebec to state 
that the Municipal Taxes raised in the former in 1866 amounted to $2,428,140, and in the 
latter to $768,500, according to our somewhat imperfect returns, or say $800,000. Li this 
respect, therefore Nova Scotia only shares with Ontario and New Brunswick the dispropor- 
tion in which it may have to contribute to the general expenditure. 

In another view of the case, however, this disproportion has a further injurious effect 
upon Nova Scotia, because the average rates of duty paid by it heretofore have been eon* 
aiderably less than those in Canada. The following table will shew the percentage of duties 
in the several years, and I have taken this percentage upon the total imports, as. well as up- 
on dutiable articles alone, in order to include New Brunswick, in which the returns do not 
enable me to distinguish the dutiable from the free goods. 

Percentage of Ihities on value of goods imported : — 

Canada. Nova Scotia. New Brunswick. 

Total Imports. Dutiable. Total Imports. Dutiable. Total Imports. 

1864 '. $14.32 21.43 8.54 13.64 10.33 

1865 14.21 22.38 7,95 14.68 10.09 

1866 15.08 22.03 9.42 13.22 10.37 

* 1867 13.34 19.64 9.63 14.88 13.75 

Or, 88 the financial periods of the two Provinces did not correspond, we obtain a fair 
average by taking the total value of dutiable goods imported into Nova Scotia in the 45 
months preceding Confederation, vis : $28,996,018, and the total duties paid $4,058,865, 
which gives an average percentage of 14 61, against the total $108,649,061 imported into 
Canada m the 42 months preceding Confederation, yielding a duty of $23,005,796 or 21.25 
per cent. It must however be observed that the Canadian duties had been materially re- 
duced upon many articles during the last year of the above period, and the proportions given 
for 1867 may perhaps more nearly represent those which existed when Confederation took 
effect. 

It is evident, that if Nova Scotia is now called upon to pay the higher rate of duty pre- 
valent in Canada upon its own higher rate of consumption, it will be a greater suffers than is 
indicated by the different proportion in which it paid duty per head of the population as above 
given. But it would not be safe to base any calculation upon this assumption, for the rate 
at which it will be called upon to contribute under Confederation will be materially affected bv 
three considerations. (1) Many articles formerly dutiable in Nova Scotia, as flour and meal, 
&c., are now free. (2) Goods, the manufacture of Canada, formerly dutiable, are now free. 
(3) Articles, which in Canada paid their contribution to the State under the excise laws, 
were represented in Nova Scotia by corresponding articles yrhieh paid customs duties. It is 
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diffioolt to eatimate in figures the amount of effect which will be produced bj theee three 
considerations, but it cannot but make a material difference. The trade between Canada 
and the Maritime Provinces increased even b^ore Confederation, from $1,571,116 in 1865-6, 
to $3,418,589 in 1866-7 ; and the reduction in the total imports into Nova Scotia, fxom 
$8,565,647 in the nine months preceding Confederation, to $5,781,699, in the nine months 
succeeding it, pointo in the same direction. 

II. Mr. McLelan's second argument is that there is no corresponding advantage re- 
ceived to compensate for the increased taxation of Nova Scotia, and that there is n(> validity 
in the counter-argument, that, in consequence of the additional obligations incurred prior u» 
Confederation, they would in anycase have had to bear this increased charge. His position 
iB that the only additional charge which would have fallen upon them, if Confederation had not 
taken effect, would have been the difference between the interest they 'paid the year before 
Confederation, and the interest on $8,000,000, which he states to be $121,213. He does 
not give the figures from which he arrives at this sum, and I am unable exactly to verify it, 
<on account of the difference in the financial years ; but it would appear to be at least approxi- 
mately correct. If he counts 6 p. c. on the $8,000,000, the balance as given by him i^ould 
be equivalent to making the interest paid in the year $358,787. Now the interest paid in 
the nine months ending June 30, 1867, was $286,730, and adding ^ of the interest paid in 
the preceding 12 months, or $77,284, we get for the year $364,014. Granting this, how- 
ever, the $5,000 which he allows for charges |is manifestly insufficient. From the r^te at 
which Nova Scotian Debentures have been sold in London, and from the difficulty experienc- 
ed in disposing of the last issue, when we add commission and other charges, we cannot as- 
sume that they would have raised the money, including charges, for less than 7 p. cent. 
Correcting his figures therefore to this extent, the excess would be $141,415. Moreover, 
he tacitly assumes that no account is to be taken of the $1,300,000, by which the Nova 
Scotian debt is estimated to exceed $8,000,000, because they have to pay the Dominion in- 
terest upon it. But they only pay the Dominion 5 p. cent, whereas they would have had to 
borrow at 7 p. cent, malung a further difference of $26,000. With these corrections how- 
ever the argument may be admitted, and the financial gain to Nova Scotia from our assum- 
ingtheir obligations may be set down at $167,415, together with the subsidy of $333,581 
per annum, to set against their increased taxation. 

On the other hand it is argued that Nova Scotia will obtain the Ifitercolonial Railway 
by Confederation. Mr. McLelan however states, that they had already had an offer to make 
the road from Truro to the Province line for an annual subsidy of $120,000 for 20 years, 
which he estimates as equal to $80,000 of permanent addition to their annual charge. This 
has evidently been done approximately at 6 per cent, which would give 82,583, but it should 
not be estimated at less than 7 per cent which would give $88,989. Now if we assume that 
the proceeds of the loan of £4,000,000, which costs the Dominion £1^70,000 in intercut or 
$850,000 Nova Scotian currency, will complete the road. Nova Scotia's share of this by 
population would be $19,206, or rather more than they could themselves have built the road 
for as far as the Province line. But Mr. McLelan omits to consider that it is not the line to 
the Provincial border which is in question, but the connection with other lines; and they cer- 
tainly would not have had the Intercolonial Kailway, unless Confederation had gone into ef- 
fect. It is an advantage which cannot be estimate in figures, but no Nova Scotian can be 
blind to the fact, that it must be an immense gain to the Province, and Halifax in partioular 
to become the Atlantic terminus of a great system of Railways running far into the interior 
■of the country. 

III. Mr. McLelan objects to the principle vtpon which the debt with which each Pro- 
Tincc may come into the Union is to be regulated. The basis adopted, apparently the 
population by the last census, rectified to the date when the agreement was made, accord- 
ing to the^relative average increase of each in the interval between that and the preceding 
•census ; and he argues that the development of the mining industry of Nova Scotia has 
probably largely increased its population beyond the average of previous years. He may be 
right in this respect, and it might have been fairer to take the last ascertained population 
■without any hypothetical rectification, especially as the subsidies are based upon the actual and 
not upon the estimated population. The difference however is not very important. If the 
$62,500,000 for Canada were taken as tlie basis. Nova Scotia would have had $8,246,169 
instead of $8,000,000, and N^w Brunswick $6,281,932 instead of $7,000,000 ; or if Nova 



21 



Sooti* had bMB fixed %i 18,000,000, Canada wpukL liay« had $60,634,240 and New Bruns- 
wick $6^94,400. 

I tbiak however ih«t Mr* McLelan ia justified in saying that popuIaUon alone is not a 
sufioiont basis. Ai^ it is a question of debt to be assumed, &e share which each oontributes 
towards ^ying f<Hr ihat debt, if not made the whole basb, should at least have been taken 
into consideration. If we take the oonsumption of imported dutiable articles as the sole test, 
the difference would be very great ; but it would be open to the same objections which I 
hare already disousaed when speaking of the increase of taxation. 

The aiotaal reyenues derived from Customs and Excise together, which are taken by Mr. 
Molidan, would be a furer test^ and would give on the average of the last 3} years : 

Cjmada. $60,219,000 to Nova Scotia $ 8,000,000 • 

Or Nova .Scotia 8,303,000 to Canada. 62,500,000 

This is a very similar proportion to that resulting from the population, as it actually 
aiood at the Census ; but there may perhaps be some fi^^er allowaaoe for the lower rates of 
duty in Nova Sdotia. 

If we do not confine ourselves to the revenues from CustQnvs and Excise, but take the 
whole income into aocount, it is evident that we must omit the proceeds of Lands, Mines, 
&c., and other revenues, wh|^ now belong to the Local Governments, and also such 
revenues as Stamps, Bank Imposts, Light House dues, which before confederation were col- 
lected in one Province and net in the other. The main revenues which were common to 
both were Customs, Excise, Public Works, and Post Office, and the cost of collection of the 
two last bore such a large proportion to the receipts, that in their case at any rate the net 
revenue should be taken. Taking then the net revenue from all the four services, the 
result would be. 

Canada $61,501,000 to Nova Scotia $8,000,000 

Or Nova Scotia. 8,130,000 to Canada 62,500,000 

One or other of the above methods would appear fair, but in either case some allowance 
should be made, on the one hand for the higher rate of duty which Nova Scotia will now have 
to pay, {and on the other for the goods which, either under the new tariff or as being the 
manufacture of Canada and New Brunswick, will now be free, but formerly paid duty. 

It must also be observed that in speaking of the debt of Nova Scotia and its excess over 
the stipulated $8,000,000, I have taken it, as Mr. McLelan also has done, as in Nova 
Scotian currency, but it is evident that to put Nova Scotia on a par with the rest of Canada 
it should be converted into Canada Currency. Upon this assumption the $8,000,000 would 
be $8,219,178 in Nova Scotia currency, and the estimated excess of debt not $1,288,121, but 
$1,069,943. Upon the same principle the debt of Nova Scotia, if based upon the revenues 
derived from Customs and Excise, which is perhaps the fairest test, would be $8,531,500 as 
compared with $62,500,000 for Ontario and Quebec. 

lY. Mr. McLelan objects to our method of arriving at the total debt of the late Pro- 
vince of Canada. He says that the returns of 1867 shewed the total liabilities to be 
$88,444,890 which we have reduced to $71,200,000, thus taking off $17,244,890 of our best 
assets. Mr. McLelan has fallen into an error in this respect. The total $88,444,890 as 
given in the Statement of Affairs, includes $7^22,730 under the head of Consolidated Fund, 
which is no liability, but merely the balance by which the nominal assets exceed the liabilities. 
Then in the Statement of Affairs, there are several accounts, which for convenience of book- 
keeping appear on both sides of ihe ledger, and in revising ^e statement, these are deducted 
^m the corresponding account on the other side. Thus we do not really owe $700,000 to 
the Sinking 'Funds of the Municipal Loan Funds ; it is merely a portion of the $9,728,000 
which they owed us on the oapitid^of the advances made to them, which they have paid off. 
Thus also the large item $3,304,249, under the head Municipal Loan Fund U. C. Indemnity 
account, is not a debt which we have to pay. It is the indemnity given to Upper Canada 
under the Seignorial Act of 1859, for payments made to Seigneurs in Lower Canada, 
but to whioh it was thought that U. C. had already had more than an equivalent in the Urge 
excess of the advances made to its Municipalities. No payment was to be made on aeeount 
of this indemnity, except in the almost impossible contingeney of the Municipalities paying 
eff their debt ; and as the Municipal Loan Funds are now tranifarred to Ontario and 
Quebee, this indemnity must go with them, as a matter of bootkeeping for Ontario and 
4 
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not for the Dominion. There are also some other liabilitieB' which appear in the Statement 
of Affairs, to the extent of about $800,000, which are only contingent Uabilitiee, and which it 
is proposed to transfer to Ontario and Quebec, aa of local interest, upon the understanding 
that, if ever the Dominion is called upon to pay anything on its guarantee, it will deduct the 
amount from the next payment of subsidy to the defaulting Province. As reyised upon this 
principle the debt of the late Province may be thus analysed. 

Debenture debt $62,885,197.63 

Trust Funds, of which the capital or the interest, aa the case may be, is 

payable to parties or institutions in Ontario and Quebec 7,997,244 . 84 

Miscellaneous liabilities, mainly consbting of the Indian Fund 1 ,822,997 . 62 

Finmcial Agents and other banking accounts.. 3,096,415.22 

Total $75,801,856.31 

Less Sinking Funds t $1,888,555.58 

Securities on which interest is regularly paid......... 395,681 .25 

Cash and Banking accounts 1,461,251.96 

3,745,488 . 79 

* ^ 

Net debt $72,056,366 . 52 

In connection with the same subject, and in illustration of 'points which wUl arise here- 
after, it may be well to discuss the several items which appear on the other side of the 
revised Statement of Affairs of the late Province of Canada. 

The following analysis of the assets may be set down as an approximate history of our 
debt: 

Public Works yielding revenue $17,992,751.51 

Do yielding no revenue, but which were considered to be of 

such general advantage as to entitle us to charge them against 

capital : 9,736,048,02 

Capital advanced to Bailways (of which $2,810,500 may be considered 

recoverable) 20,196,971 .35 

Interest on the above (of which $1,129,861 may be considered recoverable) 13,021,079.27 
Misoellaneous Railway advances (of which $395,000 may be considered 

good) 526,018.54 

Misoellaneous assets (good perhaps for half the amount) \ 1,291,343.34 

Advances made to sundry municipalities and funds, now transferred to 

Ontario and Quebec 11,170,734.22 



These appear in SUtement of Affairs $73,940,956.25 

Add Seigniorial Tenure l^slation $6,730,813.31 

Less already included 196,719.66 

6,534,093 . 65 

Origin of Debt $80,475,049.90 

Net Debt 72,056,366.52 

Balance met out of current revenue $8,418,683.38 

Or it may be otherwise stated, and if we do not include the railway interest as a 
legitimate source of debt, we may say, that the failure of railways to pay their interest since 
1855 has caused us to involve ourselves in debt beyond what was met by current income to 
the extent of about $4,000,000. 

It may be laid down as a general principle, that when two independent parties enter 
into a partnership, in deciding the position of each in the new arrangement, these points muat 
be taken into account. 

^(1.^ The liabilities speak for themselves and cannot be altered. 

(2.) Such assets as are not a security for money, but which are to remain the joint 

pvo|MH^ tf the whole, should be valued iu lom^ way. The amount they originimy oofk to tht 
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first owner, and the return in money wliich thej maj be expected to yield, are neither of them 
a Boffioient test, though they may be taken into account in the yaluation. The benefit which 
the idiole country will derive from them, is the true test, and may be different from what if 
iodioated by either their original cost or their money returns. 

(3,) Assets which i^e a security for a definite sum of money must be valued, either at 
the wnole amount, if good, or at what they may be expected to realize, and they must either 
be deducted from the liability of each, or must be retained by the original proprietor, and 
not brought into the common stock at all. Or if they are retained as joint property, md an 
estimate cannot be made of what they will realize, the party originally owning them diust 
get credit subsequently in the apportionment of his share, as the proceeds come in. 

I do not think there can be any doubt as to the equitableness of the princijdes above 
laid down. If we apply them to the assets of the late Province of Canada, as above analysed, 
the public works yielding revenue come under the 2nd head. The public works yielding no 
revenue also come under it, but, as in the other Provinces no accounts have been kept open 
for sach works, although they, no doubt, have an equivalent in roads, buildings, harbors, oo., 
they may be left out of account altogether. The railway indebtedness is, strictly speaking, a 
seoarity for money, and should therefore be deducted from the debt under the third head, the 
probable amount which may be immediately realizable, being between $4,000,000 and 
$4,500,000 ; but as railways th^nselves come under the 2nd head, and the system upon 
which railways were obtained in Nova Scotia and New Brunswick differed altogether from 
that adopted in Canada, they'may be lefl under the 2nd head. The miscellaneous assets 
amounting to $1,291,343, and the present value of which is f^Uy half that amount, are all 
Heci^ ties for money, and should strictly speaking, have been treated as coming under the 
third head ; but they have not been so treated, and to that extent, if the items remain as 
stated above, Ontario, and Quebec will have suffered a loss. The last item is that of the 
assets transferred to Ontario and Quebec, upon which subject so much misconception has 
arisen, and I will treat of it under a separate head. 

Y. These are securities for money advanced, apd if they had been retained by the 
Dominion, they ought, upon the principles laid down, to have been deducted from the debt • 
at a valuation, or, if not deducted, they should have been left in the hands of the original 
owner, and not have entered into the common stock at all. The latter was the method 
adopted, and I think it perfectly just. If aAv sum had been paid in on the 30th June/ 1867, 
on aoGOunt of these advances, by increasii^ the cash it would have diminished the net debt, 
and the overplus for which Ontario and Quebec are responsible, Can any reason be assigned 
why, if the sum had been paid on July 31dt, the Dominion should have the advantaee, 
ana Ontario and Quebec have gained nothing, except in so far as they form part of tne 
Dominion ? It was these very advances which brought the debt up to its present amount, 
and caused Ontario and Quebec to have to pay interest upon the $10,000,000, by which we 
may say in round numbers that the debt exceeds the stipulated $62,500,000; and if any part, 
or the whole of that excess debt were repaid, will any one say that Ontario and Quebec are to 
continue to pay the interest upon it for ever, simply because it was not liquidated before a 
certain day ? The normal debt of $62,500,000 assigned to Canada may be an unfair apportion- 
ment, and there may be assets in New Brunswick and Nova Scotia of a simUar character to 
those retained by Ontario and Quebec, although not named in a schedule to the Act as was 
done in the latter case, and if such be the case the injustice should be remedied ; but there is 
no injustice in the transfbrence of these assets to the Provinces interested in them, and which 
are p^ng the Dominion interest upon the sum which they cost to the late Province. 

With a view principally of seeing whether there is anything in the Maritime ProTinoea 
equivalent to these assets, I append an analysis of them. They consist of 

The Municipal Loan Funds capital $9,728,140.00 

Less Sinking Funds 700,887.96 

9,021>262.04 

Arrears of interest on do 4,299,753.66 

Less covered by the Seigniorial Indemnity to U. C 3,304,249.55 

995,604.11 

Advances to certain funds on the credit of law fees, which 

* for the last 3 years yielded an average revenue of 

$80,359.26 ,, t 393,062,68 
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Advances on the credit of the {Mroceeds of certain lands, 
which have yielded, an average ttvetiae for the last 3 
yem of $20,007.12 484,244^ 

Miscellaneous advances, mainly the Quebec Fire Loan, 
much of which has been wiped out by subsequent 
legislation. The whole yielding an average receipt of 
5,638.70 270,681.0$ 

Total $11,170,734£' 

The capital advanced to the several mnnicipalities oat of the Municipal Loan Fundi 
was applied as follows : 

Bailway Stock $3,5d3,440 

Loans to Railways 3,229,400 

6,822,840 

Roads and other local works 2,906,300 



$9,728,140 

If we come to enquire into the nature of the ezj^diture under eaeh of the otber heads, 
the third item of $393,052.68, is the balance remaining due ^f sums advanced on the eredit of 
law fees for the erection of QtudB and Court Houses ; and with the exc^ion of $196.- 
719.66, on account of Seigniorial tenure, the amount advanced to the Mauoiiialiiiea^imd 
on the credit of its lands was also for the same purpose. The income in both oases 
is under the control of Ontario and Quebec, and subject to their legislation. Tke whole 
amount of these assets may therefore be thus divided : 
For Railways, to be cofLsidered hereafW t6,822,840.0t) 

For local improvements such as Nova Scotia has made out of Provincial funds 

and not included amongst assets, as claimed by Mr. McLelan 3,762,597.01 

Miscellaneous, including the accumulation of interest on airears.. 585,297.21 

$11,170,734.22 

Or if we take the two last items together, EaOways $6,822,840.00 

Local improvements ...* 4,347,894.22 

$11,170,734.22 

There has been a further misconception as to these assets transferred to Ontario and 
Quebec, l^hey ai« supposed to be valuable and to yield a large income. Now, the income 
d^v^d from all these sources, on the average of iihe three ^ears before Confederation, wis 
obly $369,244.30, of which about $150,000waB in liquidation of capital, leaving an annual 
income of barely more than $200,000. There is no doubt that, by presong, a Ihde mon 
can be realized from the l^ds, and something more considerable peihaps from the Municipal 
Loan t^lnd8, but the amount which can be l^gallv claimed from the latter is limited hj tb 
l^slation of 18^9^ which, without releasmg &e individual 'munfcipditres from their Uabilitj, 
precludes the iGFovernment from enforcmg a pa3rment greater ihan B cents in the dollar on 
thdr assessment, ^ow, at pcresckit, of the enure eapitalof the loan;4he amount winch coma 
under the 5 cent clause is : 

In Upper Canada 15,847^400 

Li Lower Canada 768^500 

f6,61S{M0 

l^ot barred by it— Upper Canada |1,452,B00 

Lower Canada 1,659,640 

^,112,240 
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The amount 0f 6 coits in the doUer upon tiie awesnaeat of the muni' 
cipeliiiee wiueh oone onto the operfttioA of that clauBe, would 
beat praentabottt ,. ; $163,734 

And the full interest of 5 per oent on the rest 155,612 

Making a total of....... • $319,346 

whieh is the utmost limit to whieh the Munioipal Loan Funds oan be rendered arailabk, 
ezeluflive of any payments on aooount of oapital. 

Now, although it is quite just in principle that these assets, be they of what yalue they 
may, should be handed orer to Ontario and Quebec, if they are not counted as a deduction 
from the gross debt, yet we are bound to enqi^^re whether there may not be analogous assets 
in Nora Scotia, which should be similarly dealt with. 

In Nora Scotia, as Mr. MeLelaa states, it has always been the custom to pay for all 
local improYements out of the goaeral funds of the Province, whereas in Canada, with the 
exception of an annual grant for colonisation roads, and the main road connecting us with 
the Maritime Provinees, it has for many years been the custom to leave all such matters in 
the hands of the Municipalities; or if the Government has originally advanced the money, it 
has been as a loan to the Municipalities, which they are liable to repay. When therefore we 
unite ourselves with a Province, which had dealt in such a different manner with those local 
works, it would have been veiy unfair te require the municipalities to refund the advances 
in one section, and to leave them ftee in another. Even if these advances had not come 
under the definition of seeurities for money, whidi are ^ther to be deducted from the debt, 
St left with the original owner, it would <mly have been equitable to cancel the debt, or to 
hand it over to the Local Government to deal with as they may think fit. There is noth- 
ing analogous in Nova Scotia to this $4,347,000 for loeal improvements. They had all their 
roads and piers, and court houses built out of the general frmds, and they own them unbur- 
dened by any debt, and Ontario and Quobec areonly j^aeed in the same position. 

Railways however are considered of such genwal importance that th^ are to be retained 
.in the bands of the Pominion, and if individual Municipalities were formerly held liable for 
the sums whieh had been advanced for them by ihe general government towards some of 
llies^ undertakings, it is only fair that they shonld be releaasd from that liability. But in 
.this oase there is something analogous in Nova Scotia. The several Municipalities did 
oontribute something towards the railways, under the head of land damages. That is they 
weroeaEpeeted to give the right of way, and if the government advanced the money to pay indi- 
ridnals, it held the counties liable to refrmd it. So also the city of Halifax entered into an 
engagement to pay jE100,000 towards the cost of the Railway, though I believe it never 
fulfilkd its promise. These transactions are fSLBcHj analogous to the Uabilities which the 
Canadian Municipalities incurred for Railways, and if the financial statemoits in Nova 
Scotia had heem made out in the same form as ours, these liabilities of the Municipalities 
would have appeared in the Statement of Affairs as assets of , the Province, and would doubtless 
have been ^dumerated in a Schedule to the Act as waa done with the Canadian items. But 
they appeared nowhere, and what has been the consequence ? Not that the Dominion has 
fallen heir to them, but that the Province has tacitly, and quite rightly, assumed that they 
were io retain iihem. The dty of Halifax engaged itself to the Province pf Nova ficotia to 
pay £100,000 towards the Railway. The Province retains this claim, be it worth, what it 
may, and may enforce it or abandon it as it thinks proper. The Dominion does not interfere 
in any way in the matter ; nether ought it to- do ee in the case of the City 4sf Ottawa, 
which engaged itself to pay the Province of Canada $200,000, which it borrowed to aid the 
Presdott and Ottawa. Rajtlfoad. Xh0iejoaaw>iire #triqtly mc4f)gpus, and if this Municipal 
indebtedness on jaoNmnt 0f Tgajhsiys. j^irfwofWlied fto <)»tario and Quebec, so also has the 
sbnilar claim upon ^tir Hmdeipaiitiesrbeeo abea^ned io;I>fova Scotia. 

A doiAt may ainae,whattter w4i«t)tbe. Nova gqotian-eount^ hafre^alrea^y^Mid towards 
the railways forJand damages, should mot be ara^^dod'to.NovaSeqtia. It is no laige amount, 
and itjnust be remeddbered itjbmt tbe GaBa4ian Munieip^Mties have also ri^pMd.ta (Government 
about.$700^000 t)f-tfaejidvwMes.^>Aie to them, soiore thac^ half of whi/9h^«|ie,r&r Railways 

Thereis however still eoother point to be-coi^ca^firfidrinriec^ne^tjiqn.ii^ith ^hiajpibjeGt, iu 
which it appears^toimifli that.t^avaficsttia is at adisad^t^. 'iXhe irailways to jrbioh the 
Canadian :Mo]^qialiiliei 'ffwtaihiltodohi^Te 44m9pt jyoti^rmotipi^giu jbefm ^immunerative 



26 



^*— ' 



and the Nova Scotian Railways cannot shew much in the shape of a profit. Bat sapposisig i 
that hereafter matters should improve, and that some of the railways shooid yield a luoif | 
some return ; in Nova Scotia the Dominion would reap the profit, whereas in Cazuula, in so ^ 
far as the $6,800,000 contributed by the Municipalities is concerned, the individual 
Municipalities, or Ontario and Quebec which holds them liable, would be the only gainers. 
It may be said that there is not much probability of the Municipalities ever realizing anytiiing 
from their Railway speculations, which is true enough, but some of them have done ao, and 
to that extent at least the argument is a valid one on the part of Nova Scotia. X cannot 
however see any other just cause of complaint under this head. 

y I. Mr. McLelan argues that, if you exclude the assets which are to be deducted ia 
ascertaining the net debt, and those transferred to Ontario and Quebec, and' if you further 
leave out of account those representing general improvements, as buildings, light houses, &c., 
which yield no. revenue, the remainder are of much less comparative value than the railroads 
of Nova Scotia. This is an important point which must be fairly discussed. 

I see no objection to our leaving out of account those works which yield no revenue, but 
which have always in Canada been considered of su£Gicient general importance to jnstify ns 
in treating them as capital expenditure, and have therefore been* kept as open acconnts io 
the Ledger. It is useless now to enquire whether we are justified in thia assumption, and 
whether some expenditure has not crept into these accounts which should more legitimatelj 
have been borne out of annual income. For the purposes of the present enquiry thej may 
be left out of account altogether, as the corresponding expenditure in Npva Scotia, (which I 
dare say, including their numerous harbours and light houses, has been comparaliYely a» 
heavy as ours,) has not left its trace behind in their statement of affairs. I would go a 0iep 
further and recommend that these accounts be no longer retained in the Dominion Ledger. 

Upon a similar principle I think that the sums we have annually charged against the 
Kailway Companies for unpaid interest may be similarly written of, except in so far 80 they 
represent interest which we can recover. There would then remain to set off against of net 
debt of $72,056,366, the following assets :— 

Public Works yieldiMrevenue $17,992,751 

Capital advanc^ to railway Companies, including the advances from the 

Municipal Loan Fund 27,019,811 

Other debts of Railways, mostly good 1,654,879 

MisoeUaneons assets worth at least 50 per cent.......' 1,291^343 

$47,958,784 
It is by no means eacrjr to place a valud upon such assets, for their main value is not 
their money return into the Treasury, but the general advantage to trade, which results from 
them, and the difficulty is increased from the different policy which has been pursued by 
Nova Scotia, from that adopted in Canada. They built their railways with borrowed capital, 
and own them themselves ; whilst we, as far as Government was concerned, only lent money 
to independent companies with a claim to be repaid, and in some instances, the Municipalities 
took stock. The comparison will stand thus : 

Nova Scotia expended on Railways $6,292,029 

Canada, Loans by Government 120,196,971 

" Municipalities 3,229,400 

Stock taken by " ...a 3,593,400 

$27,019,771 

This was the capital contributed towards our railway system by the Province at large, 
for the Province lent the money to the Municipalities to enable them to aid the Railway 
Companies. Some Municipalities, however, as the City of Hamilton, raised the money, 
which they advanced, on their own credit, and those amounts are not included in the above 
sum. For this sum we have 1,968 miles in operation, or 1 mile to every 1,274 of our popn- 
lation, at a cost to the Province of $13,729.00 per mile, and $10.77 per hefid. In Novm 
Scotia, excluding the Wmdsor and Annapolis road, commenced after Confederation, but 
including the Pictou line, although not all paid for at that date, they have 145 miles, or 1 
mile to every 2,279 of the poptuation, and at a cost of $43,393 per mile, and $19.02 per 
))es4f A* W t^^ M ibe ^neral convenience of the public 10 concerned,' (lai^ftd^ compares, 
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in Uiat respect, faTorably wiih Nova Sooda. We haye a larger railway system, in proportion 
to our population, and we have obtained it at a less cost. 

Along with the railways, it would be fair to class our Canals and other public 
works yieldine reyenue, making the total of such works. : — 
Ontario and Quebec Railways as aboye ^28,674,650 

Do. Do. Canals, &o 17,992,761 

Total Ontario and Quebec 46,667,401 

Nova Scotia Railways ; 6,292,029 

or the Noya Scotian works entail a chaige upon the Dominion equal to a ci^ital of $19.02 
per head of its population and those of Canada of $18 . 61. 

1 do not wish to be understood as laying too much stress upon the yery much larger 
accommodation to the public in Canada per head of the population by our 1,968 miles 
of railway, and our system of canals, as compared with the 145 of railways in Noya 
Scotia. It is the natural result of our different geographical positions. We, with only 
one outlet to the sea, and with a country extending far into the interior, are absolutely 
dependent upon our railways and canals ; whilst tiiey, with an extensiye seaboard and 
numerous harbours, haye access to the Ocean within perhaps not more than 25 miles 
from eyery man's door, and haye the means to communicate with each other and with 
foreign countries proyided by nature. But if we giye them credit for this great high- 
road which cost them nothmg, neither can they take credit for their railway system in 
proportion to its cost. If they haye been more fortunate in one respect in haying most of 
their communications without any cost, so haye we been more fortunate in obtaining 
our artificial commitnications at a yeiy much smaller expense to ourselyes than they 
have. The practical yalue of our communications, whether natural or artificial, is the 
really important test of whether we enter into partnership upon equal terms in that res- 
pect ; the cost at which we haye made, or improyed, them is altogether a secondary 
question. If our people haye contributed to the general conyenienoe in their lake and 
riyer nayigation, their canals and railroads, their harbours and light houses, as many 
facilities as the Noya Scotian railroads, with their ocean nayigation and its harbours and 
light houses, we haye done all that can be required of us, and it is useless to enquire how 
much more or less one particular class of these facilities may, from local circumstances, 
have cost in the one than in the other. Such a yaluation as I speak of cannot be reduced 
to figures, but I belieye the Noya Scotians will admit, that we haye taken fully as great an 
adyantage of our facilities as they haye done, though in a yery different way. The total 
debt, with which we may enter into Confederation, must be decided upon yery different 
principles, and the faii%st perhaps may be the rate at which we contribute towards bearing 
its chiurges. 

There is one point, howeyer, connected with public works which does effect the 
financial settlement, and that because it relates to our seyeral contributions towards 
meeting the joint debt, yiz : whether those works yield any reyenue. Now the Public Works 
of Canada haye, during three years before Confederation, yielded a net reyenue of $487,773, 
eqniyalent to $139,335 per annum, which is . 77, or a Uttie more than ^ per cent, on their 
total cost. And the interest on the capital of the loan to the Great Western, which 
will hereafter be regularly enforced, is $164,560, which, with $14,600 interest on their 
bonds, regularly paid by the Northern Boad, and the ayersge diyidend of 3.45 per cent, on 
the Grand Trunk Postal Subsidy bonds, which we hold, makes the total annual reyenue 
from railways, $183,354. To this must be added the arrears of interest due by the Great 
Western, which goyemment is now enforcing, and which will be equal to an annual interest 
of at least $60,000. AU these together make up a reyenue of 1.17 per cent, on the total 
Eailway debt to the Dominion. K we further include the capital adyanced to railways by 
the Municipalities, as I haye aboye stated it, but upon which the interest, if any, will not 
accrue to the Dominion, our income from Public Works of both classes, may be set down at 
$382,689, which on a capital of $46,667,401, is equal to 0.82 per cent. 

In Noya Scotia it is not yery easy to arriye at a certain result as to the reyenue firom 
their railways. The cash receipts, as stated in the Receiyer General's accounts for the 3^ 
yean before Confederation, are $711,704.52, from which, howeyer, should be deducted 
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160,000 for railway stock transferred to the Pictott line, tad eluuged in tfaie capiiai 
ofthatlinei then under oonstmction. The Railtmy CoflUBuakmen' retain for tlie 
period, gives the revmne as $651,174.77, which carresj^ds so nearly with the fomMr smn, 
after Ihe deduction is made, that it may be taken as oonect. The total ezpenditare by the 
Beoeiyer General's accounts, is called $646,894, whilst in the OommiasioBen' retanifl it ii 
made to \)e $555,207.90, a difference of more than $91,000, for which I am unable to 
aooount. Assuming, however, the Commissioners' figures, which we may be certain hare 
not dealt unfairly with ike Revenue account, the net receipt would be $95,966.87, or 
$24,561 per annum. This, upon the total capital expended to June 30, 1867, aad w^hich 
does not mclude the whole cost of the Pictou line, although it had been running far nine 
months, would be 0.39 per cent., not half of the revenue derivable fi^m the Canadian 
Public Works and Railways together. The percentage on the capital is however, as T before 
argued, not the impor^nt point, but the actual amount avaSable fyr meetiBg the debt, and 
in this view the Nova Scotian works only yield 7^ cents per head of the populaitioBy wkikt 
the Canadian ones will yield, when the coUeetion of the Great Western interest ia enl^Mroed, 
15]^ cents per head. It will no doubt be argued that t^etrade by the Nova Scotian railways 
has not yet been folh developed, and that the net reodpts fitnn them will inmease. Tbis is 
no doubt true, but if they were doubled we should stiil only be on a par with theni) aad our 
public works may, and no doubt will, become more remunerative. We may also look to aoone 
further returns from our advances to railroads. If we may eenoder the axTears of interest, 
due to us from the Grand Trunk aad Northern, practically abandoned^ aad ao eeaae to 
enter it up annually against them in the ledger, yet upon any matmal improvement in 
railway prospects, our claims for current interest would revive. 

under this head then I think that we are fhlly upon a par with Nova Sootia. We 
have made improvements fully equal to Iheirs, and as yet, at any rate, they yield a greater 
revenue per head. 

YIl. Mr. HcLelan argues &at the Windsor aad Annapolis Railway shoald have been 
undertaken by the Dominion, and not have been ehaiged agiJnst Nova Scotia, because it 
forms an important feeder to the railroads which are in our hands. There is conaiderablo 
force in this argument. The road being in the hands of a private Company, to whioh a 
subsidy is given. Nova Scotia pays 5 per c^t up<» the amount which the Dominion advaooea 
for that purpose, for which it only gets the convenience to ^ke localitjr through which it 
runs, the <]!omp8ny receiving what profit there may be in running the road, and the Dominion 
deriving any incidental advantage from the traffic whk^ may be brought to its owa roada. 
A very large amount of money, however, has been expended by Canada in striotly aaalogoua 
roads, which act as feeders to the Grand Trunk, and yield little or no profit themscdveay 
though of immense importance to the localities interested in them. But, whatever may be 
thought of the policy of undertaking the road on ^lese terms, it was the deliberate act of the 
Government of Nova Scotia for the time being. The contract was entered into before 
Confederation, for the express object of brining up its debt to the eight millions 
apportioned to it by the Union Act. They had the choice of entering the Union with a 
smaller debt, and receiving 5 per cent on any thing, by which it felt short of eight millionay 
or with a larger one,^paying similarly on the surplus, andth^ deeted the latter alternative. 
It is not easy to see how the Dominion can be fairly called upon to go back upon thia 
decision, and to pay for a work mainly of local interest, although the general raUwaj 
system may incidentally derive some advantage from it— a work, upon the policy (^undertaking 
which it was never consulted. 

Mr. McLelan objects to the engagements entered into before Confederation for Uie 
construction of this road being considered as a liability of the late Province and so 
included in their debt, whilst m Canada a lai^ amount of old appropriations were written 
off, and amongst them one of a million for defence. The two cases, however, are not 
at all analogous. In Nova Scotia not only did Parliament vote the necessary sum, but upon 
the strength of that vote a contract was entered into, and the work was commenced. In 
Canada, Parliament had made the appropriation in case the expenditure were requited, but 
no work had been commenced, or ordered, under it. In writing off these balances of old 
appropriations Parliament was only carrving out the policy which it has laid out for 
itself in the future, and which is followed m England, of taking the vote of the year for the ' 
expenditure which it is intended to make during w jent^ «nd all balan^ea ^ appropriatioa 
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remaining unexpended will lapee on the 30th of June, and a fresh authority muBt be 
taken. If it should happm hereafter that any expenditure is required for Defence, the 
Parliament of the Dominion will, doubtless, ma^e the necessary provision for it with due 
regard to the necessities of all parts of the Dominion. This is a yeiy different thing from a 
jhroyision for a local work which was already under contract and in progre3s when Confe- 
deration took effect, and upon the policy of which the Dominion. at large had no opportunity 
of expressing an opinion. 

VIII. Mr. McLelan claims that an allowance should be made to Nova Scotia for the 
Tmro line, as part of the Intereolonial Railway. But upon exactly the same principle, 
Ontario and Quebec should have an allowance for what they advanced toward the Grand 
Trunk Hallway of Canada. Each had a part of the road in its own territory already built 
from funds which enter into the debt with which they come into the Union, it is absolutely 
eesential in view of Confederation, that the two extremes should be connected, and the 
Intercolonial RaUway is to be built for that purpose, both parties contribating towards it. 
It is moreover to be observed, that apart from Uie general and military advantage to all 
Britidi North America, New Brunswick and Nova Scotia derive the greatest local advan- 
tage from the connecting link; and Nova Scotia, frilly as much as New Brunswick, as having 
Halifax for the terminus. 

But Mr. McLelan goes even frirther, and says distinctly, that they claim to have ^' the 
returns from all their nulways or an equivalent." It is evident that such an arrangement is 
directly opposed both to the spirit ana to the letter of the Aet of Union, and even if the 
whole scheme could now be remodeled upon the basis proposed by Mr. McLelan, it would 
be detrimental rather than otherwise to Nova Scotia, as the railways of New Brunswick and 
the public works and railway advances of Canada, must evidently be treated in the same 
way. 

IX. The final point which is discussed in Mr. McLelan's letter is a most important 
one for Nova Scotia, and is indeed the basis of the whole question between us, viz : — has 
Nova Scotia the means of carrying on the necessary local expenditure, without having 
reoourse to direct taxation, or some other means of raising the requisite revenue, over and 
above what it will have to contribute towards the general Government ? Mr. McLelan states 
the case thus : 

The average amount of local expenditure has been 8658,000 

Agamst which they have Subsidy $324,000 

Local Revenues .*. 132,000 

466,000 

Deficiency $202,000 

In one respect^ Mr. McLelan clearly understalies his case, as he takes no notice of the 
interest payable by Nova Scotia on the balance of the debt, above eight millions, which would 
make the deficiency during the current year about $250,000, and the $658,000 set down for 
the average expenditure is below the real amount, if we take the 4^ years ending June 30, 
1868, as they stand in statement F prepared in my office, of the receipts and expenditure in 
Nova Scotia from sources which are now under the Local Government. 

According to this Statement the average annual expenditure would 

be $790,334 

Average receipts $177,443 

Subsidy paid in Canadian currency 333,581 

511,024 

Deficiency $279,310 

Judging from the same statement even this would hardly be enough to estimate ; for of 
late years the local expenditure has increased very much more rapidly than the local receipts, 
and if it is maintained at the same rate, the deficiency, judging from the nine months ending 
June 1867, and the succeeding twelve months^ would in either case amount to almost the 
same sum, a little more than $347,000. To this must be added the interest which Nova 
Sootia must pay to the Dominion on the excess of debkover eight millions, bringing up the 
whole deficit to ol6se upon $400,000. 
5 
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This ifl a subject of sach importance that it is desirable to ezaniiBe it is tiie ligfai of Ae 
Estimates submitted to the Provincial Parliameat for iiie year ending Sefiteiiiber 30, 1869. 
The probable deficiency is therein estimated at about $208,000) AmAf reaenbliDg Mr. 
McLeian's calculationB ; but the resemblance is to a great extent daasal, «8 Mr. MeLeJaai 
does not, and the ParliamenUoy Estimates do, inoltde the aiih^rant pajiible to the t>re^fl^^ 
of the debt. If we compare this estimate item by item with ^ esqmi^^re «f ibb hst -two 
years, excluding minor difference such as will always occur, the main iMmk upon nftnoh tke 
former expenditure exceeded the present estimate «re the cost of bertafe iMifldiogs, "(bsd new 
Province building , the Lunatic A^lum and the Mo^fiM^ whi^^hit ispresBmed ace Jienrij 
completed, and an item called ^^ Misoellaneous and advaneea," die adfrincea h^itag Wfex M bgr 
corretfpohding repayments which are not included in tibe eetinlaAe of iKfventf e. I lUWc, t]|«ve> 
fore^ diat the deficit, as estimated by the Ph)vinml Oorestntieni, nia(f be •tAhbn ns tabit«n- 
tiaUy correct, and that if anything it is rather undemtated. 

There is no doubt tluit this in a ^reat meteufe aiiaet firbm tk^ eqMtaiili*e'i« lkr«» 
Scotiai having been in eiccess <^ its income. If we take ^be orftnacy Icetcbne «nd ^vpeodi- 
ture, exclusive of everything affebtbg the increase or d&aiiE«t&fci ef the AeM, ^und taCeUiAiM 
of Bulways and other public works which may be cc^sidered ah e ayad i t n w to, ^wipilal 
account, the comparison will stand as follows : — ( Vide Statement D.) 

9 months ending Tear ending Year ending 9 monthiB ending Year ending 
Sept. 1864. Sept. 1865. Sept 1866. June 186*7. June 1868. 
Expwiditure.... $923,747 1,484,738 1,898,548 1,549,620 2,097,821 

Eeceipts 992,174 1,432,247 1,721,728 1,216,830 1,738,734 

Surplus. $68,427 

Deficit 52,491 176,820 332,790 369,087 



It is clear therefbre that the financial position of Nova SdoHa ^^re Oonftderation 
not in a sound condition, and that in any ease, in order to inaintain thehr expenditure at the 
same rate as formerly, ih^ would have had to increase t^eir tti^ali<^n. But if we analyse 
this litatement, as is done in statements E and F, taking in the one &e reoeipts and eixpendi* 
ture with respect to services which are now under the Dominion, and in the other thoee wL ieh 
remain with the Province, it will be evident that th^y are not relieved from ilieir financial 
difficulty by Confederation. In every year the Dominion statement diews a surpluB, and in 
every year that of the Province shews a deficiency. If now we take the snbsidy into 
account, as if that had been payable in all those years, deducting it from the surplus in the 
one case^ and from the deficiency in the other, the result will shew the loss or gain wiiioh 
each would have made by the transaction, baaed merely upon the^ cash transactions of those 
years, and without any reference to additional interest, payable' in consequence of fbrther 
eng&gements entered into. 

• Bionths ending Tear eading Year ending 9 montlif eadiBg Tear •adiag 
jiept 1864. Bept. 1865. Sept. 1866. June 1867. June 1868. 

Dominion Receipts »«80,6n 1,291,697 1,667,162 1,068,788 l,604,yl(> 

Expenditure .... 470,609 790,264 1,022,187 890,660 1,178,178 

Surplus 410,062 501,488 585,025 

Subsidy . 250,186 338,581 833,581 

Gain or loss +159,876 +167,852 x 201,444 — Y2,048 

Province Expenditure $453,138 694,474 876,41 1 

Beeeipts 111,503 140,550 164,566 

Defloit 841,685 &53,&24 711>84b 

Subsidy.... 250,186 888^581 338,581 

Loss 91,440 220,843 878,264 
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178,188 
250,1:86 


381,782 
838,581 


—72,048 


—1,849 


668,970 
148,042 


924,648 
288,824 


610,928 
260,186 


690319 
838,581 


200,742 


867,288 



United loM or gain.... +68,427 —62,491 —176,820 —882,700 -4Nto/>i7 
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whksh latter figaiieB are the same as those before given as the snrplus and deficiency in those 
years. The <kficit foF the jenx 1867-^ is deduced in statement L by a diffBrent prooess, and 
produces a still larger deficiency. So that in the three first years, whilst the Dominion 
wcMild have realized an annual profit out of the partnerahip, the Province would have sus- 
tained a heavy loss. In the two last years both parties would l;ave suffered a loss, or in 
othefr words, the revenues of Nova Scotia were not enough to pay all its expenses, bu,t whilst 
those of the Dominion were nearly covere^ by its revenues, the main portion of the loss fell 
on the Province, to the serious extent of more than one-third of its local expenditure. 

In this statement I have not taken into account any excess or otherwise of the debt over 
^ght millions, which would have unnecessarily complicated the statement. In the earlier 
yeaars it would have had the effect of somewhat reducing both the gain of the Dominion and 
the loss of the Province. On the 30th of Jime, 1867, the debt stood approximately at 
$8,026,117, and on the 30th June, 1868, $8,707,044. I s&y appoximately^ because the 
principlfls upon which the debts of the Provinces are to be ascertained, have not yet been 
folly determined upon. If we take $8,366,580, the average of those two sums, it would 
leave $366,580 as the balance of the debt, for which Nova Scotia would have be^ respon- 
sible, and five per cent, t^aon which should have been deducted fsom its subsidy. This 
would have brought up the deficiency of the Province to $375,568, and would have more ihan 
compensated for the apparent bss to the Dominion. If we now take into account the large 
expoiditure by the Province on bniidmgB, in 1867-8, which, as I befi^re stated, will not have 
to be repeated in other years^ to the extent of from $100,000 to $150,000, we arrive at a 
very similar sum for the probable permanent deficiency of Nova Scotia, to liiat estimated by 
the Gkyvemment for next year. 

This statement appears to me to be conclusive, as to the impossibility of Nova Scotia 
carrying on its ordinary expenditure under the present terms of Ck)nfbderation, without 
resorting to direct taxation, or throwing the burden of education or local works, parioally at 
least, upon the Municipalities. It is true that this is alretuly largely done by Canada proper 
and that without the Municipal taxes its local expenditure could not be kept up to its present 
amount ; but a Nova Scotian may very well answer that their Provincial revenues were 
enough for their wants in this respect, without having recourse to Municipal taxation. It is 
true also that from the gradually increasing deficit of the last few years, and from the addi- 
tional works and subsidies to railways, for which they had made themselves responnble, 
these revenues would have been no longer sufficient. They would have been compelled to 
raise their tariff to as high a rate as that in Canada, and even then perhaps some additional 
charges might have ftllen on the Municipalities ; but the fact still remains, that up to the date of 
Con^eration, whatever their increasing expenditure m%ht have been preparing for them in 
tiie future, the ordinary expenditure went on as usual, and that for education was Largely 
increased, without any additional burden falling upon the people. The advent of Confede- 
ration immediately caused a deficiency, equal to at les^t a third of their usual local expendi- 
ture, and it will be impossible to ^rsuade them, even if it be not true to the fidl extent, that 
the postlioc is not ihejpropter hoc. 

Let us examine to what extent it is true. The debt for which the works they had 
undertaken before Confederation and the growing liabilities to their financial agents and 
others would have made them responsible, is estimated at $9,300,000. Their debt at the 
time of Confederation, exclusive of floating debt, and the debentares issued but not sold, 
was r^"* 

Debentures $4,961,500 

Savings Baak 657,610 

Province Notes v 622,458 



15,241,569 



leaving a balance of $4,058,432 uncovered. Snppom^ that, inolnding diaooimt on the sale 
of their Debentures and chaises, they would have had to pay 7 per cent, to raise this sum, 
this would have involved an additional annual charge of $284,000. T}» annual deficit 
must have been also met. This in the 9 months ending June 30, 1867, was $332,790. If 
to arrive at the deficit for 12 months we add a third, it would bring the som to $443,720 ; 
or if we add a fourth of the previous 12 months, which would probably be fairer, it would be 
$8T$;995. The deficit on the year ending June 30, 1868, has only been $359,238. If 
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tiien we aflBome a round sam of $360,000 as an average deficit, and deduct from it the 
$150,000 for buildings which, as I before stated, need not be repeated, we may state it at 
$210,000. There should also be a further deduction made for interest. The interest which 
die debt above stated bore was 6 per cent, on the Debentures and 4 per cent, on the Savings' 
Banks, in all $323,994; but the interest paid as estimated by me for the twelve months by 
adding a quarter of that paid in the 12 months ending Sept. 30, 1866, was $364,014, and as 
stated by Mr. McLelan $358,787. Assuming h|s figures to be correct, $35,793 must have 
been paid on account of floating debt which in this calculation I have provided for other- 
wise. If then we estimate the deficiency at $174,000 exclusive of the interest, and add the 
/ additional $284,000 interest payable as above, we arrive at a total annual deficiency of $458,- 
000 which Nova Scotia would at any rate have had to meet. The percentage of the duties 
collected in the 9 months ending June 30, 1867, on the $5,540,112 of dutiable articles im- 
ported was 14.88 (see Statement H). In order to raise the $458,000 above named, they 
would have been obliged, if they had depended upon Customs alone, to have put on an ad- 
ditional 6.21 per cent, upon the $7,376,816 dutiable goods which we may take as the annual 
consumption on this basis of the 9 months ending June 30, 1867, bringing up the rate of 
duty to 21.09. The rate at which they have paid during the 9 months after Confederation, 
for which alone I have perfect returns, has been 17.07, so that they would in any case have 
had to increase their duties 4 per cent, more than Confederation has increased them ; and 
that 4 per cent., which has not been collected from them, amounts on the same estimates of 
total dutiable articles consumed during a year, to $295,000, which is more than the deficit 
they now complain of. 

Or to take another view of the question, we will suppose that Nova Scotia could have 
raised the additional $4,058,432 at 6 per cent., although that is hardly probable. This 
would give an additional interest of..... $243,506 

The interest payable on the' Debentures and Savings' Bank 

debt was at the date of Confederation $323,994 

They actually paid in 1866 (vide Stat. D.) 309,135 

Or they did not pay their full interest by 14,859 

The deficiency as shewn above was , 176,820 

Additional amount payable beyond revenues received in 1866 ...$435,185 

This upon the value of dutiable goods imported that year would have required a further duty 
of 4.69 per cent, bringing up the total percentage to 17.90. whereas Canada in the year 
ending June 30, 1866, paid 22.03 per cent. 

Again taking f of the additional interest as above $182,730 

f of the interest in their then fixed debt was._. $242,996 

tneydid pay in the 9 months ending June, 18^ 286,730 

Or they paid on floating debt , 43,734 

Balance to be met • $138,996 

And they had a deficiency of. $332,786 

Additional amount payable beyond revenues received in 1867.. 471,770 

which would have required an additional per centage on their dutiable importations during 
the nine months of 8.52 making the whole 23.40, against 19.64, the average rate in Canada 
for the year ending June, 1867. 

Again taking the additional interest at $2435,06 

Interest. on fixed debt ^ $323,994 

InteriBst paid in the year ending June, 1868 375,861 

Or they paid on flojttingdebt 51,867 

$191,633 
V 
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Aadthej had a defieienty of. 359,097 

A.<iditioaal amount payable beyond revenaes received in 1 867-8 $550,736 

Aji the returns do not enable me to give the dutiable goods imported into Nova Scotia 
Lwring the whole of the past year, and as they would at any rate be affected by the goods 
vhicH paid duty in Canada and New Brunswick, although they were consumed in N<#a 
^cotia, I will take the 12 months average of the dutiable goods imported in the 21 months 
>efbre Confederation. The above deficiency would have required a percentage in this amount 
>r 6.50, which added to the average percentage paid by them in these 21 months would give 
20.34: against 20.79 paid in Canada, during the same period. 

It appears certain therefore that if Confederation had never taken effect. Nova Scotia, 
witK the additional works for which they had had made themselves responsible, and with 
tbe increasing deficit which had to be met, would have been obliged to have put on at least as 
iLigh a rate of duties as that in Canada, in order to enable them to keep up their ordinary 
rate of expenditure ; and if they had raised the money at a discount, such ss with charges 
^rould have made their new loans cost them 7 per cent, and if they had been unable to main- 
tain their Provincial notes as heretofore, as a practically irredeemable currency, they would 
ptill have had a deficiency of $100,000 or upwards. But, a Nova Scotian may very well 
argue, on this supposition their deficiency for local expenditure would at any rate not have 
exceeded $100,000, whereas now it will amount probably to $250,000, and to this extent, I 
think my calculations would bear out their case, if they are reallv contributing now in cas- 
toms and other taxes, at as high a rate as Canada paid before Confederation. The returns of 
the nine first months of Confederation indicate an average percentage of duties 3 per cent 
less than the old rate in Canada, and the total amount of duties paid in Nova Scotia is $25,- 
000 less than in the nine months before Confederation. No certain conclusion however, can 
he drawn from these figures. The rate per cent will appear less than what they will pay on 
the average, because in the earlier months they were paying under their own lower scale of 
duties; and the total amount collected may have been materially modified by importations of 
duty paid goods from Canada and New Brunswick, the duties upon which though collected 
elsewhere, were really paid by the Nova Scotians. There has not been time during the 
the short period since die effect of Confederation haa been fully felt, to enable us to shew 
with a^y certainty the financial consequences to Nova Scotia, but I think that the above 
considerations sufficiently indicate. (1) That Nova Scotia is now unable to meet its local 
wants, without local taxation to the extent of from $200,000 to $250,000. (2) That if 
Confederation had never taken place it would have been obliged to increase its annual * taxa- 
tion to frdly as great an extent as it is now under the Dominion. (3) But that in that case 
ttfl local wants would have been provided for, at least for some years to come, whereas now 
there will still be a deficiency for local purposes. 

Itmnst not however be inferre^l as it might be from previous statements, that the 
Dominion receives more from Nova^Scotia than it has to pay for ordinary current expenses. 
I shewed above that during the year 1867-8, the ordinary Dominion revenues in Nova Scotia 

were $1,504,910 

Ordinary Dominion Expenditure $1,173,178 

Add Subsidy 333,581 

$1,506,759 

Exoessof Expenditure $ 1,849 

And that if the interest payable on the excess of debt had been deducted from the Subsidy, 
the deficiency would have been converted into a surplus of $16,480. But this expenditure 
only includes the Cash payments by the paymaster at Halifax and by the Agents in London 
for interest, and it does not include any allowance for Nova Scotia's i^are of the general ex- 
penses of Government paid at Ottawa. Now the whole expenses of Civil Government, ex- 
clxuiye of the Lieutenant-Governors' salaries in all the Provinces, and of other expenses paid 

in Nova Scotia were $545,956,43 

The expenses of Legislation, exclusive of election expenses in all the 
Prorinees, were 547,336.18 

Total 11,093,292.61 
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Of thifl sum $117,043 would be ehargeable against Nofm Scotia aooordiog to its popok- 
tion, leaTing a total deficienoj on aooount of Dominion Services of $100,563. This mwk 
ceiiainij be the result of the transactions of 1867-8, but it maj be questioned whether tJi-. 
deficienoj would be a permanent one, as their former lower tariff was in force during a ooi- 
siderable portion of that year. 

I have taken no account of the additional eharee which will faU upon Nova Scotia oa 
\ccount of the Intercolonial Railway which would only complicate the statements tumeea- 
sarily. It is to be assumed that the Kailway when it comes will confer adTaatages equlTi- 
lent to its cost. 

X. Mr. McLelan makes a strong point of the superior advantage enjoyed bj Ontario 
and Quebec. The following estimate is baaed upon the expenditure of the year ending June 
1867, for services which are now under the control of the Provinces, 
Ontario's subsidy is $1,196,872 

Less 5 pOT cent on say I of $10,000,000 277,771 

919,005 
5 per cent interest on funds in the hands of the Dominion, applicable to 

general purposes 136.50.^ * 

Average receipts for three years on lands 711^219 

11,767,582 
Bzpepdittue fbr Provincial purposes, year ending June 1867 1,138,602 

Surpbp 629,480 

QuebeQ*s subsidy is 959,252 

Less 5 per cent on say J of $10,000,^000 222,222 

»737,300 
5 per cent, interest on ftmds in the hands of the Dominion, af^lioable to 

general Provincial purposes , 43,935 

Average receipts for three years on lands 328,327 

$1,109,292 
jBzpenditore for Provincial purposes for year ending June, 1867 1,003,031 

Surphs $16,261 

In this estimate I have not taken into account the veoeipte in eiithec Provinoe on nooonnt 
f f the Municipal Loan Fund, or of local taxes, whiq^ were paid nnder the GttvsrnBient of 
tl^ tJnii^ l^ioviBoe, and whach are now traneferred to them^ 
Ijf ^hi^ iff^ ii^cla4ed, the animus would be I^ronght up in Ontario to t93A,163 

** " " " " in Quebec to 26^1,091 

out of which tibcnr. would have to meet L^islative and £:(ec«tive mpmma, to which Uiere 
was nothing analogous in 1867. 

This more favorable position of Ontario and Quebec is the consequence of the Tahie 
of their lands and of the Trust Funds established in their favor for educational and other 
purposes on the one hand, and on the oth^ of having been aoeustomed to pay out of mnni* 
cipal taxation much of the local ^penditore, which in Nova Scotia wae borne by the Qoieral 
Government. They have come into the partnership, so to speak, with laiger priyi^te means, 
but unless Nova Scotia is wronged in the distribution of the general burdens of the United 
Provinces, this is no just cause of complaint 

To conclude this report, which has extended far beyond what I had originally piropoeed, 
of the several heads of complaint made by Mr. McLelan, I think that he is in error in s^ing 
that there is any thing unfair in our mode of arriving at our net debt, or in the transfer to 
Ontario and Quebec of certain local assets ; and the Bailways and Public Works, with which 
we enter the Union, are fully eq^ual to those of Nova Scotia, both as regards their general 
value as means of communication, and in the money return which they contribute to the 
gOfi^ tTOM^ij. I am inclined however to ^gree with him in his arguments as to the prin- 
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eiple Tipon which the debt with which each ought to have entered the Union ahonld be decided 
— NoTa Scotia oncht to have been allowed a larger debt or Canada a smaller one. There 
can be no doubt that Nora Scotia will have :to pay more in taxation under Confederation 
than it had previously been accustomed to, but not more than its increasing deficits and 
its new engagements would have entailed upon it. I think that it is also established that 
Nova Scotia does not contnbute more than its share towards the general tipenBes, but that 
without some additional resource it will not have the means of paying for its aocustomed^local 
expenditure. 

John Lanoton, 
Auditor. 
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NOVA SCOTIA.— STiXBMENT B. 



Statimikt of the Liabilities of the Province of Nora Scotia and the Annnal 
Interest thereon, on the 80th Sept, 1864, 1865 & 1866 ; and on the 30th 
June, 1817 and 1868. 

SEPT. 30, 1864. 

(App, No. 23, Journals of the House of Assembly, N. S., p. 6, 1865.) 

Liabilities : — 

Provincial Bonds $4,000,000 00 

Savings Bank 678,000 00 

Province Notes 487,458 00 

Undrawn Moneys 218,700 00 

Miscellaneous..., 6,067 10 

$5,290,225 28 

Less — Balances dae by Collectors; various 

Departmenfa, and others $218,928 37 

Cash in Bank N. S.... 225,500 96 

444,079 33 

Net Liabilities $4,846,145 95 

Interest paid in 9 months, ending 30th September, 1864, to 30th 

June, 1864 137,832 55 

Add for 3 months 45,944 00 

Total Interest for year $183,776 00 



SEPT. 30, 1865. 

(App. No. 3T, p. 6, 1866.) 

Liabilities : — 

Provincial Bonds $4,495,000 00 

Savings Bank 640,000 00 

Province Notes 492,458 00 

Undrawn Moneys 340,373 98 

Miscellaneous 7,251 11 

$5,975^088 09 
6 
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Statbmbnt B. — Continued. 



Cash— Railway Funds $280,758 88 

Do In Receiver General's Hands 222,932 97 

Balances due by Collectors, &c 295,206 48 

798,898 S3 

Net Liabilities $5,17 6, 184 76 

Intbbebt paid to 30th June, 1865, in England ""210,240 50 

Do Bondholders, Nova Scotia 34,400 00 

$254,646 50 
Savings Bank Depositors 24,229 20 

Total Interest for year $278,875 70 

= r- ' J ■ " 



SEPT. 30, 1866. 



(App. No. 30, p. 6, 1?67.) 



LlABIUTISB :• 



Provincial Bonds " $4,900,500 00 

Savings Bank 616,200 00 

Province Notes 587,45S 00 

Undrawn Moneys 349,534 00 

$6,452,692 00 

Cash— Railway Funds : $ 3,786 64 

Receiver General 118,832 40 

Balances due by Collectors, <&o 298,056 65 

420,675 69 

Net Liabilities $6,032,016 31 

Intbbebt paid during year ended 30th September, 

1866: 

Baring Bros., to 80th June, 1866 $210,140 01 

Bondholders, Nova Scotia 76,545 00 

286,685 01 

Savings Bank 22,450 00 

Total Interest for year.... $809,135 01 
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Stathusnt B. — Oontinutd. 

JUNE 30, 1867. 

Liabilities : — ' 

ProYindal Bonds $6,086,500 00 

Savings Bank .* 657,610 04 

Province Notes 622,458 00 

Miscolianeons : — 

Liabilities, (since paid by Dominion) $462,464 45 

Due S. Fleming, 30th June, 1867 313,288 84 

775,753 29 

$8,142,321 33 
Lees— Balances due by Collectors, &c., (since received 

by Dominion) 116,204 05 

Net Liabilities ,.. $8,026,117 28 

Intirbst paid during 9 months ending 30th June, 1868 : 

Account Railways $253,740 66 

Depositors Savings Bank 32,874 58 

Bank of Nova Scotia 114 74 



$286,729 98 
Add Estimate for 3 months 95,576 00 



Total Interest for year $382,305 98 



JUNE 80, 1868. 

Liabilities : — 

Provincial Bonds $6,228,600 00 

Balance Due Savings Biiuk Depositors 657,610 04 

Do 8. Fleming, 30th June, 1867 313,288 84 

Do Baring Brothers, 31st December, 1867 299,503 98 

Province Notes 622,458 00 

Miscellaneous Liabilities paid by Dominion $860,887 70 

Less^Balances Oollected 116,204 05 



Subsidy to Windsor and Annapolis 

Railway $1,103,000 00 

Of which puid in 

Bonds $123,500 00 

Cash 398,423 25 

621,923 25 



744,C83 65 



Balance of Subsidy 581,076 75 

Carried forward $9,4*7,121 26 



*'' y 



i% 



Statskent B. — Cimiinntd, 



Brought /onoard. $9,447,121 26 

Less paid Kailwaj CommiBsionera, Accoant Fleming's CoDtraet, 

from Draft on Baring's included in their balance 159,000 00 

$9,288,121 26 

IHTKBE8T :«-6 per cent, on Debentnre Debt $373,710 

Do Miscellaneous 106,773 

4 per cent. Savings Bank 26,304 

Prorince Notes Nil 

$506,787 00 
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NOVA SCOTIA.— Statement C. 

Statement shewing the ordinary Receipts and Expenditure of the Province from 
1st January, 1864, to 30th June, 1867, with the Deficit or Surplus durinsj 
the same period. 



1864. 

Recflipta iii 9 monthi ending 30th September, 1864 $1,074,174 

Lese Savings Bank |42,0tt0 

Treasurj Notes •. 40,000 

83,000 



$992,174 
Szpenditare per Statement D 923,767 




1865. 



Receipts in year ending 30th September, 1865 » $1,506,705 

Less Savings Bank $62,000 

Treasarj Notes 5,000 

New Copper Coin 7,458 

74,468 



Bzpenditura per Statement D 



$1>432,247 
1,484,738 



1866. 



Receipts daring ytar ending 30th September, 1866 $1,857,248 

Less Savings Bank $38,000 

Treasury Notes 95,000 

New Coin 2,520 

136,520 



EzpeMdiinre per Statement D $1,961,348 

LessSaviQgs Bank 62,800 



$1,721,728 



1,898,648 



1867. 



Receipts— 9 months ending 30 June, 1867 $1,409,330 

Less Savings Bank $42,500 V^ 

# Treasury Notes 35,000 

Bariug's 115,000 

192,500 



$1,216,830 
EzpeadUure per Statement D , 1,549,620 



Total Deficit . 
Less Surplus. 



Deficit during 3^ years ending 30th June, 1867 



52,491 



176,820 



I 



332,790 



$562,101 
68,407 



$493,691 



68.407 



68,407 
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NOVA SCOTIA.— 
SxATBMBKT of the Gtoss Beceipts and Expenditure of the Province 



RECEIPTS. 



Customs...*. 

Light Duty 

Adranocs 

Board of Works 

Fines and Forfeitures 

Provincial Secretary's Office Fees ... 

Koyalty on Coal 

Crown Lands sold 

Distressed Seamen 

Brewers and Manufacturers 

Mines.. 

Interest 

Sable Island 

Signal SUtion 

Wreck Money • 

Railway Damages 

Hospital for Insane 

Indian Reserves 

Railway Revenue 

Road Borvioa 

Miscellaneous 

Post Office 

Fi&beries 

Bank Imposts 

Inland Revenue '.... 

Education 

Destitution 



Savings Bank 

Province Notes 

Loan from Baring k Co 

New Copper Coin 

From Sales of Bonds .... 



Dominion Subsidy 

Do To poy arrears $219,599 28 

Special aceount. 50,106 85 



Gross Receipts 



1864. 

Nino 

months 

ending 

30th Sept 



$ 
70.%1U 
12,768 



3,603 



1,400 

33,746 

26,895 

829 

4,705 
32,459 



4,266 

562 

2,556 

20 

9,835 

26J 

118,616 

3,600 

1,715 

31,130 



1865. 

Year 

ending 

30th Sept 



$ 

1,042,680 

18,330 

1,938 

2,350 

1,000 

2,107 

43^645 

44,229 

2,434 

6,070 

29,705 

2,257 

2,643 

901 

2,038 

505 

10,960 

290 

181,790 

3,349 

1,823 

30,700 



1866. 

Tear 

ending 

30th Sept 



$ 

•1,220,134 
15,764 



992,174 1,482,247 



42,000 
40,000 



62,000 
5,000 



10,357 

2,400 

100 

46,944 

43,407 
2,209 
3,106 

29,519 

3,457 

9,512 

865 



2,692 

17,062 

950 

257,629 

1,200 

11,523 

42,908 



7,458 



1,721,Y28 

38,000 
95,000 



1867. 

Nine 

months 

ending 

30th June.! 30^h Jane. 



1808. 

Tear 

ending 



$ 

831,486 

11,721 

11,966 

6,717 

2,000 

2,213 

45,972 

34,764 

1,442 

1,211 

18,304 



9,798 
788 



$ ots. 

1,148,235 54 

14.546 15 



932 25 

2,774 62 

3,182 46 

58,342 69 

25,530 08 

1.556 93 

3,836 00 

43,750 54 



490 69 
807 60 



7,000 

9,456 

976 

158,669 

13,193 

1,670 

45,332 

7,202 



2,520 



1,216,830 

42,500 

35,000 

115,000 



1,074,174 



1,506,705 



1,857,248 



1,409,330 



6,600 00 
18,630 22 



248,660 16 

6,520 00 

7,647 14 

41,466 00 

13,180 77 

891 48 

23,421 69 

45,881 OO 

22,050 05 



1»738,733 83 
16,000 00 



!••••■• * I 



243 OO 
4,216 49 



1,759,193 87 
333,581 OO 

269,706 13 



2,362,480 60 
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STATEMENT D. 

of Nova Scotia, from l<3t January, 1864 to 30th June, 1868. 



EXPENDITURE. 



1864. 

Kine 

monthi 

ending 

30tli Sept 



Adraneea 

Agriculture 

Board of Worki.. 

Coroners' Inqaesto 

Criminal Proseontioni «.... 

Crown Landf Department 

Diftrefsed Seamen 

Drawback Duties 

Education 

Indians ..«.. 

Interest 

Judges' Expenses 

Legislatiye Expenses 

MUitia 

Narigation Securities 

Poors' Asylum 

Post Office 

Publie Printing 

Railway Expenses 

ReTonue Expenses. 

Salaries ^ 

Signal Station 

Steambeats, Packets and Ferries, 

Transient Poor 

RiUlway Damages 

Mines 

Board of Statistics 

St. Peter's Canal 

Immigration «... 

Hare's Lot 

Public Building 

Road SerTice 

Miscellaneous 

Proyincial and City Hospital....... 

Dostitution « 

Charges for Management...^ 

Bank of Nova Scotia.. 



..... .....> 



Railway Construction 

Windsor and Annapolis Railway subsidy 

Baring A Co., exolusiye of Interest and Com- 
mission 

Sayings Bank ...^..^ 

New Copper Coin , 

Redemption of Proyinee Notes •• 

Loeal Qoyemment to pay arrears 

Subsidy « „ 



Qross Expenditure 



$ 

16,158 

93,960 

l,l«0 

1,108 

11^00 

905 

12,804 

88,735 

185 

137,833 

808 

47,004 

21,354 

17,200 

6,100 

48,466 

7,226 

110,000 

48,107 

48,335 

938 

8,485 

5,175 

1.861 

14,500 

10 

3,993 

1,300 

180 

6,116 

197 940 

13,096 



1865. 

Tear 

ending 

30th Sept 



923,747 
26,000 



20 



• $ 

35,090 

5,010 
139,100 

1,800 

2,356 
15,000 

2,689 
18,425 
98,034 

1,790 
278,876 

1,605 
45,407 
36,211 
14,042 

8,100 
77,491 
13,170 
169,000 
59,609 
64,831 

1,250 
10,666 

4,661 

4,743 
13,000 

2,418 

8,048 

1,200 

240 

15,026 

301,962 

33,888 



1866. 

Tear 

ending 

30th Sept 



1,484,738 
20,000 



4,185 



949,767 1,508,928 



$ 

31,929 

28,000 

259,567 

1,840 

2,715 
20,600 

2,802 

15,952 

155,781 

1,298 
309,135 

1,575 
49,001 
138,652 
49,354 
12,987 
48,178 
10,847 
205,000 
74,874 
57,556 

1,000 
11,997 

5,786 

2,811 
17,000 

2,488 



1867. 

Nine 

months 

ending 

30 th June. 



$ 

31,127 



20,200 

240 

32,666 

280,964 

45,803 



1,898,548 



62,800 



254,431 

1,370 

1,861 

21,600 

1,758 

12,907 

159,586 

784 

286,730 

1,134 

42,695 

59,295 

21,236 

10,901 

74,121 

8,045 

162,894 

80,133 

J5,S50 

1,111 

17,100 

3,322 

5,095 

12,000 

5,883 



1,961,348 



3,900 

180 

34,6S0 

139,897 

29,104 

9,400 



;l 



1868. 

Tear 

ending 

30th June. 



$ eto. 

24,233 40 

12,000 00 

227,086 64 

2,280 00 

3,178 20 

22,443 24 

1,396 48 

19,026 17 

164,474 85 

2,024 85 

375,861 18 

2,144 67 

22,088 19 

115,065 OS 

21,717 45 

24,731 72 

77,7tf0 76 

448 21 

267,000 00 

99,619 66 

55,533 32 

4,355 83 

10,165 00 

1,039 73 

11,943 03 

14,500 00 

5,014 30 

56,914 81 

7,411 49 

240 00 

58,288 64 

223,983 27 

25,773 37 

12,000 OU 

34,822 44 

33,934 54 

56,340 66 



1,549,620 2,097,821 23 



1,549,620 



193,000 00 
398,423 25 

254,146 17 
18,390 00 



55,000 00 
269,706 13 
333,581 00 



3,620,067 78 
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NOYA SCOTIA.— 

Statement of the Receipts and Expenditure of the Province of Nova Scotia, 

Dominion since 



RECEIPTS. 



Castomi 

Light Doty , 

InUuid Rerenao... ...«.., 

Post Office 

Railwayt 

CamiAl ReTenne 

Bank Impostfl 

Fines and Forfeitares.. 
Fisherief Lieenaes-.... 

Penitentiary 

Marine Hospital 

Sable Island 

Signal Station 

Distreeted Seamen 

Militia 

Sales of Pablio Works 

Wreek Money 

Indian Reserves ^, 

Misoellaneoos 



Sayings Sank 

Treasury Notes.. ..••..... ^ 

New Copper Coin.......... 

Loan from Baring A Co. 
Balaaee Railway Bonds. 



18C4. 

Xine 

months 

ended 

30th Sept. 



703,114 

12,768 

4,795 

31,130 

118,616 

1,400 



1865. 

Year 

ended 

30th Sept. 



Year 

ended 



1867. 

months 
ended 
30th Sept. 30th June.! 30th Jane. 



ises. 

Year 
ended 



$ 

1,042,680 

18,830 

6,070 

30,700 

181,790 

2,107 



370 



4,266 
562 
829 



2,556 
265 



880,671 
42,090 
40,000 



1,000 
"'214 



S 

1,220,134 

15,754 

3,106 

41,908 

257,629 

100 



$ 

831,436 

11,721 

1,211 

45,332 

153,669 

2,213 



2,400 
1,595 



2,000 
7.202 
Est'd 1,000 



2,643 

901 

2,434 



9,512 

SG5 
2,209 



2,038 
290 



9,798 

788 

1,442 



950 



$ 

1,148,236 

14,546 

27,258 

41,466 

248,660 

3,183 

891 

2,775 

13,181 

873 

124 

490 

807 

1,557 

79 

368 



976 



Total Dominion Reeeipts 

Total Local do per Stat. F 

Totvl Reeeipts per SUt. D« 



1,291,697 

62,000 

5,000 

7,458 



1,557,162 I 1,068.783 
38,000 I 42,500 
95,000 35,000 

2,520 ' 

115,000 



417 



1,504,910 
16,000 

24:j 

4^216 



962,671 
111,603 



1,074,174 



1,366,155 
140,550 



1,606,705 



1,692,682 
164,556 



1,857,248 



1,261,288 
148,042 



1,409,330 



1,525,369 
837,111 



2,362,480 



45 



STATEMENT E. 

from 1st January, 1864, to 80th June, 1868, on account of Services under the 
Confederation. 



BXPBNDITTJRE. 



InterMt on Publie DebU 

Civil GoTcrnment 

AdminiatratioQ of Jastiee. 

Penitentiary 

Militia 

Statistics , 

Immiffration and Quarantine .... 

Pensions 

Public Works 

Steamboat and Packet Serrice... 

Steamer Dmid — Repairs 

Do Maintenance.., 

Scbooner Darinfif 

Sable and Seal Island 

Miscellaneous 

Distressed Seamon.... 

Indians , 

Signal Station 

easterns , 

Excise 

Poet Office 

Railways Maintenance 

Drawback Duties .....m..., 

Lti^bt Hense and Coast Service , 
Charges of maDaf;emeDt 



1864. 

Nine 

months 

ended 

30th Sept. 



$ 

137,833 

13,543 

12,386 

7,123 

21,264 

10 

1,300 

6,400 

3,993 

4,550 



1866. 

Year 

ended 

30th Sept. 



3,797 
3,031 



I 

278.876 

18,063 

19,666 

13,887 

36,211 

3,418 

1,200 

6,800 

8,048 

4,600 



1866. 

Year 

ended 

30th Sept 



6,646 
6,634 



Redemption of Province Notes 

New Copper Coin 

Subsidy 

Railway Construction , 

Sayings Bank..( 

Local Oovemment, account Road Services, Ac. 



Totel Dominion Expenditure 

Total Local do per Stat. ¥, 



Total per Stetement D. 



906 
186 
938 

48,107 

48,466 

110,000 

12.804 

34,986 



470,609 



20 

'i'iooo 



2,689 
1,790 
1,260 

69,609 

77,491 

169,000 

18,426 

68,674 



$ 

809,136 

13,670 

19,626 

16,618 

138,662 

2,488 
20,200 

6,000 
31,841 

6,600 



24,688 
10,371 
10,790 



2,802 
1,298 
1,006 

74,874 

48,178 

206,000 

15,962 

64,366 



1867. 

Nine 

months 

ended 

SOth June. 



790,264 



4,186 
'20)000 



1,022,137 



496,629 
453,138 



149,767 



814,449 
694,474 



62,800 



1,084,937 
876,411 



1,608,923 



1,961,348 



$ 

386,730 

13,760 

19,184 

11,366 

69,296 

6,888 

6,297 

4,800 

69,967 

4,600 

26,922 

9,742 

9,699 



318 
1,768 

784 
1,111 

80,133 

74,121 

163,894 

12,9U7 

39,410 



890,660 



1868. 
p Year 

ended 
SOth June. 



$ 

376,861 

20,946 

20,196 

13,639 

116,066 

6,014 

7,411 

4,800 

66,916 

960 

8,847 

4,167 

4,912 

6,473 

240 

1,396 

2,026 

4,366 

99,620 

77,791 
267,000 
19,026 
22,646 
33,986 



1,173,178 
66,000 



890,660 
•68,970 



1,649,620 



833,681 

193,000 

18,390 

269,706 



2,042,866 
1,677,212 



3,620,067 



46 



NOVA SCOTIA, 

Statbhiht of the Beceipts and Expenditure of the Pronnee of Nora Scotia 

Local Oorenunent 



1 



RBOSIPTS. 



Bosrd of Wofmfl ••••••• 

Boyiltj on CoaL 

Crown Lands lold^, 

Minoi 

Railway Damages.... 

HospiUl for luano . 
Boad Sorrioo .......... 

MiisaUanoons. 
Adraaess....... 

JttCarost 

Bdveation .. .., 
Dastitetion ..... 



p.* ....... a 



Subsidy from Dominion........ ....•• ...... 

Dominion — ^loHT^B^Bt of Boad sarrioss, Ao. 



Nino 

months 

ondod SOth 

Saptembsr 

1864. 



Tear 
ondod lOth 
Boptembor 

18«5. 



T. 

oLdod SOth 
Sopiimbor 

188«. 



8,2St 

33,746 

26,895 

32,450 

20 

9,835 

3,600 

1,715 



2,136 

43,645 

44,229 

29,705 

508 

10,960 

3,349 

1,823 

1,938 

2.257 



Nino 

months 

ondod 30th 

Jnno 

1867. 



8,762 
46,944 
43,407 
29.519 

2,692 
17,062 

1,200 
11,523 



111,503 



Total Dominion Roooipts per Stat B... 
Total Booeipts per SUt. D 



140,550 



3,457 



5,717 
45,972 
34,764 
18,304 

7,000 

9,456 
13,193 

1,670 
11,966 



164,566 



148,042 



idodSOtli 
Jnno 
1868. 



59 

58,343 

25,530 

43,751 

6,600 

18.530 

6,520 

6,560 



45,881 
22,050 



962,671 
1,074,174 


1,366,155 
1,506,705 



1,692,682 



1,857,248 



233,824 



333,581 
269,706 



837,111 



1,261,288 



1,409,330 



1,525,369 



2,362,480 






i 
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STATEMENT F. 

from 1st January 1864, to 80th Jane 1868, on Account of Services, under the 
since Confederation. 



IXPENDITURB 



Adyanoefl 

Agrioulture 

Board of Works 

Coroners Inquests 

Criminal Proseontions k. 

(?rown Lands Department ... 

Education 

Ijegislation 

Narigation Seonrities....... 

Poors Asjlnm , 

Public Printing 

BteamboatSy Packets and Ferries.. 

Transient Peor 

Katlway Damages «. 

Mines. 

Hares Lot 

Public Bnilding 

Rosd Serrices 

Salaries ...... • 

Miseellaneons 

Provincial and City Hospital...... 

Destitution • 

Bank of Nova Seotia 



Windsor and Annapolis Bailway. 
Baring A Co 



Nine 

months 

ended 80th 

September 

1864. 



Totsl Dominion Expenditoxe per Stat E... 
Total per Stat D. 



15,158 

2,014 

45,013 

J,10O 

1,108 

11,200 

38,735 

47,004 

17,206 

6,100 

7,226 

8,935 

5,176 

1,861 

14,500 

180 

6,116 

197,940 

17,811 

13,096 



458,138 



496,629 



949,667 



Tear 

ended 30 th 

September 

1865. 



35,090 

5,010 

54,860 

1,800 

2,356 

15,000 

98,034 

45,407 

14,042 

8,100 

13,170 

6,166 

4,661 

4,743 

13,000 

240 

15,026 

301,962 

21919 

83;888 



Tear 
ended 80th 
September 

1866. 



694,474 



814,449 



1^508,923 



81.929 

28,000 

'101,004 

1,840 

2,715 

20,600 

155,781 

49,001 

49,354 

12,987 

10,847 

5,397 

5,736 

2,811 

17,000 

240 

32,666 

280,964 

20.836 

45,803 



Nine 

months 

ended 30th 

Jane 

1867. 



876,411 



1,084,937 



1,961,348 



31,127 



658,970 



890,656 



1,549,620 



Tear 

ended 80th 

June 

1868. 



I 



95,631 
1,370 
1,851 

21,600 
159,586 

42,695 

21,236 

10,901 
8,045 

12,500 
3,322 
5,095 

12,000 
180 

34,680 
139,897 

18,750 

29,104 
9,400 



24,288 

12,000 

166,505 

2,280 

8,178 

22,443 

164,475 

22,988 

21,717 

24,732 

448 

9,215 

1,040 

11,943 

14,500 

240 

58,289 

228,9S3 

11,738 

25,584 

12,000 

34,822 

56,340 



924,645 



398,423 
254,146 



1,577,212 
2,042,868 



8,620,007 
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NOVA SCOTIA— 

Statbmbnt of the Gross Receipts and Payments on Account of the Province of 

in Statemeat D, 



RECEIPTS 



Cuitoms ^•" ' 

Light Dnty 

Board of Work* 

Fioei and Forfeitaroi 

ProTinoial SecreUry's Offioe Fees 

Boyalty on Coal 

Crown Lands sold 

Mistressed Seamen 

Brewers and Mannfactnrers 

Mines 

Sable Island 

Signal Station 

Railway Damages 

Hospital for Insane 

Railway Reyenne - 

Road Servioe - 

Miscellaneous 

Post Offioe 

Fisheries 

Bank Impost. 



Inland Reyenue. 

Rducation 

Destitution 



Barings Bank 

New Copper Coin 

From Sales of Bonds, 



Dcmtnion Subsidy 

Dominion — ^to pay Arrears..., 
Do — Special Aocoont. 



Totals. 



Loeal 
Receipts. 



oti. 



39,984 49 
25,530 08 



42,689 33 



6,600 00 
13,744 61 



6,620 
5,485 



00 
62 



45,881 00 
22,050 05 



208,485 18 



333,581 00 

219,590 28 

50,106 85 



Dominion Receipts. 



Arrears. 



$ cts. 

78,097 52 

1,789 94 

58 75 

1,249 50 



18,358 20 



492 06 
3,836 00. 
1,061 21 



250 80 



1,196 06 



568 92 



111,744 56 



243 00 
4,216 49 



\ 



Current. 



$ cte. 

1,070,138 02 

12,756 21 

873 50 

1,525 12 

3,182 48 



1,064 87 



490 59 
556 70 



248,660 16 



865 47 
41,466 00 
12,611 85 

891 48 

23,421 69 



1,418,504 14 
16,000 00 



811,772 81 



116,204 05 



Total 
Receipts. 



$ Ot0. 

1,148,235 64 

14,546 15 

932 35 

2,774 63 

3,182 48 

68,842 89 

26,680 08 

1,»66 93 

8,838 00 

43,760 64 

400 60 

807 60 

6,800 00 

18,530 22 

248,880 18 

8,520 00 

7,547 14 

41,488 00 

13,680 77 

891 48 

23,421 89 
45,881 00 
22,060 06 



1,738,783 88 

16,000 00 

24.1 00 

4,218 49 

333,581 00 
269,706 13 



1,434,604 14 I 2,362,480 60 
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STATEMENT G. 

Nova Scotia, for the year ending 80 June, 1868, shewing how the figures for 1868, 
are arr ired at. 



BXPBN8B6. 



AdTMMet , 

Agrionltare ,.^ ,.., , *, 

Soards ofWorkf ^ 

Coron«n Inqnefti. 

Criminal Proteencioiii.. , 

Crown Laadf Departaitnt.,. , 

Diitrefied SMmen 

DnwbMk Dntiea , 

Edvontion.*.. 

iDdiani ],",., 

interMt ......!! !!!.!!!!! 

Jndgns Ezpenaea^ ^ .".... 

LegialaUTe Ezpenaei 

Miiitu .:. 

Nnvintion Seenritios^ [.[„ 

Poori Aiylnm 

PottOAoe 

PabliePHnting ', \"]]'. 

Railway Sxpansei !,„. 

Rerennes Kzpeof ea ^ 

Salaries (inoloding Judges and Pen- 
sions) 

Signal Stidion \SZ 

Steamboats. Packets and Ferries .... 

Transient Poor. , 

Railwaj Damages.. i 

Mines * ;;;;;;;;; 

Board of Staiistios ."!!..".'!!!!!.'."!!! 

St. Peter's Canal « 

Immigration 

Hare's Lot 

Pablio Bnilding vNew).... 

Road Service , 

Miscellaneoas ,„.. 

Provincial and City Hospital.. 

DestitatJon 

Charges of Management....... , 

Bank of NoTa SeotU ^,„., 



Local 
Ezpenditnre.. 



$ ets. 
30,665 00 



81,481 13 
3,180 00 
8,090 30 

30,043 34 



Dominion Expenditure. 



Charged to j In Nova 
Debt. Scotia. 



! 



$ ets. 

3,668 40 

13,000 00 

40,541 10 

100 00 

88 00 

3,400 00 



$ ets- 



In England. 



$ ets. 



163,874 85 
51 60 



19,047 19 



30,740 10 
30,847 03 



11,737 48 



8,365 00 

830 31 

11,943 03 

14,000 00 



> *••. ••••••••• 



Railwmy Constmetion 

Wind«)r and Annapolis RaUway-... 
Baring ^ Co., exolnsive of interest 

and commission • 

Sarittgt Bank 

Redemption of Prorinee Notes.*. 

Loeal dorernment Aceonnt Arrears. 
Subsidy ^ 

totals •.*•.•« ...... 



1,300 00 
180 00 
50,420 96 
333,983 37 
18,768 95 
12,000 00 
34,833 44 



8,528 11 

1,600 00 

1,116 00 

5,315 23 

494 67 

8.845 00 

10,000 00 

977 Z5 

3,884 70 

4,751 63 

309 26 

16,969 05 

16,258 17 







105,114 43 




.•••....• «• ..•■«•• 


' 1,396 48 
10,498 06 


•• •••••• aaeeee*** 

#»«eeeeee eee eeeee 



857 35 

92,971 33 

1,650 00 

96 00 

105,065 08 



377,574 63 



3,020 00 
'"309"43 

'"soo'oo 



73,039 13 

136 95 

350,030 95 

83,361 49 

43,795 84 
1,735 88 
1,900 00 



i: 



84,805 51 

1,100 00 

60 00 

7,867 68 



6,115 23 



789,031 76 



50,106 85 



56,340 66 



5,014 30 

32,109 30 

5,111 49 



889 19 



343,866 17 
'348','316 40 



789,138 61 



369,706 18 



804,375 14 
193,000 00 



18,390 00 
55,000 00 



860,887 70 



333,581 00 



.......•....•..•*■ 



...... •..•....«. 



33,984 54 



311,559 16 



354,146 17 



1,404>346 14 j 565,705 33 



Total 
Payments. 



$ eta. 

24,233 40 

12,000 00 

227,086 64 

2,280 00 

8,178 20 

32.443 34 

1,396 48 

19,036 17 

164,474 85 

2,024 85 

875.861 18 

2,144 67 

22.988 19 

115,065 08 

31,717 45 

34,731 72 

77,790 76 

448 31 

367,000 00 

99,619 66 

55,533 32 

4,355 88 
10,165 00 

1,039 73 
11,943 03 
14,500 00 

5,014 30 
56.914 81 

7,411 49 
240 00 
58,388 64 
333,983 27 
35,773 37 
13,000 00 
34.823 44 
83,984 54 
66,340 66 



3,097,831 33 

198,000 00 
398,428 35 

354,146 17 

18,890 00 

55,000 00 

369,706 13 

333,581 00 



8,630,067 78 
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MHMi«MMta 



, NOVA SCOTIA— Statbmbnt I. 



Popolfttion. 



Vilne of total ifflporti^ por hemd, 1804. 

1886. 



1888^. 



1887. 
1888. 



Value of dntUblo goodi, per bead, 1884 

1886. 
1888. 



XOOf »••••• •••••• 

1888 



Dnty eolleoted, per head, 1884. 

1886. 
1888. 
1887. 



1888, 



OAfiADA, 



2,607|847 



$ et«. 

17 07 

15 88 

18 88 
SO 99 
31 69 



2 44 

3 28 
2 92 
2 80 
2 84 



NOVA BOOTIA. 



830,867 



$ ots. 
34 26 

89 66 

39 87 

84 62 

23 28 



11 41 


21*42 


10 09 


21 42 


18 27 


28 06 


14 25 


22 33 


13 88 


18 83 



2 92 

3 14 
3 78 
3 32 

3 21 



NEW BRUKSWICK. 



262,047 



$ OtB. 

36 49 
28 06 
39 88 
30 03 
22 90 



Not mioertained. 



3 87 

2 83 

4 11 
4 17 

3 27 



If the deficit shewn in Statement L, of $390,841, had been met bj a farther increase in the Nora 
Scotian tariff, the amount per head of dutjr collected in that Prorince in 1888, wonld hare been 
$4.39, or $1.07 per head more than in 1867. This increase, per head, wonld hare been still larger, if 
the Dominion Tariff Ead not been in operation daring the last seren months of the financial year. 
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NOVA SCOTIA.— Statement K. 

Memorandum of the differences between the Statement of the Debt of Nova Sootia prepared 
by Mr. Tims and that submitted to the Provincial Grovemment on the 4th Angost, 
1868, bj the Commissioners on the Financial State of the Province. 

Total amount of debt per Mr. Tims' Statement $9,288,121.26 

Do. do. Commissioners' do.. 7,802,654.99 

Difference $ 485,466.27 

This difference is represented by the following items omitted by the Com- 
missioners : 
Expenditure by Dominion in liquidation of Provincial Liabilities from 

15th February to 30th June, 1868 $149,903.98 

Balance due Mr. Fleming, 30th June, 1868, on contract for construc- 
tion of Piotou Railway 313,288.84 

Error in stating amount of subsidy payable towards construction of 
Windsor and Annapolis Bailway 3,000.00 

$466,192.92 
Leas — Omission by Commissioners of payment to Contractors of Wind- 
sor and Annapolis Railway $7,032.50 

Balance in hands of Manager of Savings Bank, 30th June 

1869 4,739.63 

11,772.13 

$454,420.69 
Add — this sum deducted by Commissioners as the balance held by 
Railway Department not included in Mr. Tims' statement, the cor- 
rect amount not being yet ascertained. 31,045.58 

$485,466.27 



NOVA SCOTIA.— Statement L. 

Statsmsmt showing the deficit which Nova Scotia would have had to provide for during 

the first year of Confederation, if no Union had taken place. 

Gross Expenditure during the year ending 30th June, 1868, per State- 
ment B $3,620,067.78 

Less Province Notes redeemed 55,000.00 

$3,565,067.73 

Deduct the following expenditure which may be considered as chargeable 
to Capital, and for which Debentures might have been issued, viz : — 

Windsor and Annapolis Railway $398,423.25 

Pictou Railway 193,000.00 

Balance due Baring & Co.. exclusive of interest and 

charges of management 254,146.17 

845,569.45 

$2,719,498.35 

Oross Receipts from all sources of Provincial Revenue during the year end- 
ing 30th June, 1868 2,362,480.50 

Carried fanoard, deficit 357,017.86 



55 



Brought forward, deficit y $357,017.86 

Aflsuming that Debentures had been issaed tor the above sum of $845,569.- 
42, there would have been an additional charge thereon for Interest, 

&c., say for six months at 6 per cent per annum, of. $25,367.10 

Add 1 per cent, for management • 8,455.69 

33,822.79 

Total deficit, equal to over 34 per cent, of last 
year's collections from Customs $390,840.65 

If the New Dominion tariff had not been in operation, say for nearly seven months of 
the past financial year, the ordinary revenues would have been less, and a still larger 
deficit have to be met by a higher tariff than at present, a resort to direct taxation, 
or by a farther Loan equal to over 34 per cent, of last financial year's total collections 
from Customs. 



APPENDIX II. 



MEMORANDUM ON Ma. ANNAND'S STATEMENTS. 



Ist. He estimates the debt of Nova Scotia at $9,000,000 and the annual interest at 
$489,498. 

The real debt as per Statement B, will be $9,288,121, and the interest $506,787, 
exclusive of interest on Province Notes. 

2nd. His estimates of the Income and Expenditure, are based on the average of % 
yean ending 1866, and are stated to be : 

Income $1,332,529 

Expenditure 1,259,126 

Apparent Surplus 73,403 

To which he claims to add the estimated increase in certain 

Revenues 69,384 

Making estimated surplus in 1866.... 142,787 

To which he fiirtber claims to add a saving on Militia ex- 
penditure 29,012 

Thus increasing his supposed surplus to 171,779 

But from this he deducts certain items of estimated increase 

on expenditure amounting to 104,258 

Leaving net Estimate Surplus 67,541 

. This he proposes to increase so as to produce an income 
more adequately to meet certain services, by the 
addition of 1 per cent duty on the average importations 
of 5 years, stated to be $12,002,749, and to produce... 120,027 

Estimated Surplus, as stated in Mr. Annand's Tables, wiUi 

1 per cent additional on the Nova Scotia Tariff..., 187,568 
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This method of taking an average- is not- ^ fair one, as the Debt has increased irom 
$4,846,146 in 1864 to $9,288,121 in 1868, and ^e ordinary ezpen<titare during the same 
period from $923,747 to 82,097,821. 

There are no means of verifying Mr. Annabd's figures shewing the^ average expenditure 
of five years upon which his calcolaiione are based, but a comparison of sone of the services 
and of the total expenditure with the average for 3^ years, prior to Gonfederationy shews the 
foUowing results : 

Mr. Annand's avenge Average of 3^ years 

of five years. heSste Confederation. 

Salaries «65,749 $64,692 

Kevenue Exp 59,946 75^064 

MiHtia 49,012 72,975 

Legislative expense 42,299 52,602 

Education 85,113 129,182 

Total expenditure (excluding In- 
terest and Eoad services as Mr. 

Annand has done) 769,628 1,120,947 

Of all such cases where the expenditure has become much greater of late years, Mr. 
Annand takes no notice except by allowing $104,258 for them, whilst the increase as shewn 
by a comparison with a 3^ years average is more than $350,000 ; but he makes an allowance 
for the revenues which he thinks are below the average, and for an expenditure on Militia 
which he supposes may be reduced from his average of $49,012 to $20,000, whilst the 
average of 3^ years was really $72,975 ; and when he comes afterwards to add for the i^oad 
service he sets it down at $160,000, whilst the average of 3} years was $280,000, and his 
own government has estimated it for the current year at $240,000. 

But setting aside averages altogether, we know the actual receipts and expenditure of the 
the nine montibs before and the twelve months after Confederation, and we may compare 
them with Mr. Annand's estimates, including the interest, but still omitting the road service 
as he has done and special items to which he has nothing analogous. 

Mr. Annand. 9 Months ending June, 1867. 1867-8 

Income $1,332,529 $1,216,830 $1,738,733 

Expenditure 1,259,126 1,409,723 . 1,783,513 

Surplus $ 73,403 

Deficit $192,893" $44,780 

and even this is not the whole deficit if the interest on the debt had been fully taken into 

account, for the interest will be $506,787 

Interest paid in 1867-8 • 375,861 

Difference.... $130,926 



And i of above interest $380,090 

Interest paid in 9 months ending June, 1867 286,730 

Difference $93,360 < 

Mr. Annand estimates the Eevenue under the Dominion Tariff at $1,855,666 for the 
year, and against this places $1,632,384, as the Expenditure. The surplus of $223,282 
being the sum which he states that the Province would have had, if they had adopted the 
Dominion Tariff and had not been confederated. 

Assummg, for argument sake, Mr. Annand's Estimate of Receipts under Dominion 
Tariff, to be a fair approximation to the correct amount, say : $1,855,666 

He evidently under-estimates the expenditure, as ike above 
figures shew, viz :— 

On the average of 3| years prior to Confederation it was 1,673,329 

Year before do 2,066,160 

In 1868 2,097,821 

Whereas he sets it down at 1^632,384 
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If the additional interest now pmbfo on the Debt is 

added, the expenditure of 1868 would be increased to 2,228,968 

Or lui exoess over Mr. Annand's Estimate of expenditure 

of. 596,584 

And an excess over his estimate of Bevenue of. 373,302 

He also asserts that 1 per cent, additional duty on $12,00D,0Q0, the average value of 
Imports of 5 years, would yield $120,000 per annum. He has apparently taken the whole 
importations, whether free or dutiable, for his calculation ; the value of dutiable goods im- 
ported in 1864 was i..... $7,089,902 

1865 7,087,765 

1866 9,278,239 

1867 (9 months) 5,540,112 

Add for 3 months 1,846,704 

$30,8412,722 

Average $7,710,680. 1 per cent, would therefore only give $77,106 additional 
Revenue, instead of $120,000. 



APPENDIX No. in. 



Amounts payable to tiie several Provinces by the Dominion and the rate per head. 

SCHEDULE No. 1. 

Shewing the gross payments by the Dominion, exclusive of Revenues from Local Assets 
and assuming that the amounts under tlie Seigniorial L^islation are to be regarded as pay- 
ment to Quebec. 

ONTABIO. 

Subsidy and additional allowance, <ec. 118 $1,196,872.80 

Common School Fxmd, share 45,809.10 

U. C. Grammar School Fund 16,638.45 

U. 0. Building Fund 75,060.45 



$1,333,380.80 
Or 95i cents per head of the population. 

QUXBEO. 

Subsidy and additional allowances, Sec. 118 $959,252.80 

Shares of Common School Fund 36,473.12 

Superior Education Fund 7,462.40 

Compensation to Seigniors 4 186,786.00 

Indemnity to Townships 45,402.60 

$1,235,376.92 
Or $1.11 per head of the population. 

NOVA 8OOTIA. 

Subsidy and additional allowance, Sec. 118 $324,665.60 

Or 98 cents per head of the population, 
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NEW BRUNSWICK. 

Snbcddj and additional allowance, ^6c. 118 $251,637.60 

Additional allowance, Sec. 119 63,000.00 

$314,637.60 
Or $1.25 per head of the population. 

N. B. — Ontario pays back in intereit on ita debt all it receires from the special funds, 
leaving only the subsidy ; and Quebec pays back in the same way all but 1 per cent on the 
Seigniorial debt, leaving the net amount 85f cents and 89f per head of population. 

SCHEDULE No. 2. 

Showing gross Revenues, including those paid by the Dominion and those derived from 
funds and services formerly belonging to the Dominion and now to the Provinces, based upon 
the receipts of 186g-6 and 1867. 

^ ONTABIO. 

Crown Lands distributed $324,978.66 

§ of undistributed 150,123.45 

$475,102.11 

Common School Lands (Share according to population) 60.398.30 

Grammar School Lands, Capital $4,929.01 

Interest 2,927.56 

7,856.57 

U. C. Buildmg Fund (Marriage Licenses) 24,292.68 

Municipalities Fund 168,622.99 

Municipal Loan Fund 186,456.67 

Law Society 17,116.05 

Law fees not yet surrendered. Fee Fund $51,587.47 

Consolidated Fund 30,231.57 

81,819.04 

$1,021,664.41 
Payable by Dominion as above 1,333,380.80 

Or $1,69 per head $2,355,045.21 

QUEBEC. 

Crown Lands distributed $169,819.65 

J of undistributed. 75,061.72 

$264,881.37 

Common School Lands (Share according to population) 48,089.00 

Superior Education Fund, Capital $8,711.42 

Interest 12,740.83. 

Rent of Mack's Hotel 733,33 

22,185.58 

Municipalities Fund 20,007.12 

Municipal Loan Fund 76,791.55 

Bmlding and Jury Fund 27,033.27 

Court Houses 32,290.25 

Law Pee Fund 86,466.96 

Quebec Fire Loan 5,638.70 

Marriage License Fund (not yet surrendered) 2,699,81 

Registration Fund (only one year) 3,910.69 

Interest on investments which pay their interest 1,164.00 

Payable by Dominion as above 1,235,376.92 

Or $1.62 per head $1,796,535.22 
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NOVA SCOTIA. 

Crown Lands, Mines, &e. (average of 3^ years) $122,739.00 

Marriage Licenses, (average of 2f years) • 4,233.07 

$126,972.07 
Payable by Dominion as above (Canada Currency 8324,685.60) 333,481.10 

$460,453.17 
• Or in Canada Currency 448,174.40 

Or $1.36 per head 

NSW BRUNSWICK 

Crown Lands, mines, &c $30,874.60 

Export Duties •.. 65,013.16 

Marriage Licenses 4,830.85 

100,718.61 
Payable by Dominion as above .• 314,637.60 

Or $1.65 per head $415,356.21 



SCHEDULE NO. 3. 

Shewing estimated net Revenues from all sources, and distinguishing those which 
depend on Receipts from future Provincial taxation. 

ONTABK). 

Payable by Dominion.... $1,333,380.45 

Less interest on ^ of $10,000,000 277,777.77 

$1,055,602.68 
Crown Lands, School and Clergy Lands 711,979.97 

Or $1.26 per head of population 1,767,582.66 

If the Municipal Loan Fund is included 186,456.67 

$1.40 per head $1,954,039.32 

The followiDg should clearly not be included, being proceeds of special taxes : 

Marriage Licenses $24,292.68 

Law fees 98,935.09 

^ 123,227.77 

If included $1.49 per head $2,077,267.09 

QUEBEC. 

Payable by Dominion $1,235,376.92 

Less 4 interest on $10,000,000 222,222.22 

$1,013,154.70 

Crown Lands, School and Clergy 328,327.07 

$1.21 per head $1,341,481.77 

If Municipal Loan Fund and Quebeo'Fire Loan ^ 82,430.25 

Carried farwardy $1.28 jp«r head. $1,423,912.02 
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Brought forward $1,423,912.02 

Piooeedfl of Special Taxes, Law fees $149,701.17 

Marriage .Licenses.... •« • 2,699.81 

: $152,400,98 

If included $1.42 per head $1,576,313.00 

NOVA BCOTIA. 

Payable by Dominion $324,685.60 

Interest on $1,000,000 .* 50,000.00 

$274,686.60 

Crown Lands $122,739 equal to $119,465.00 

$1.19 per head $394,150.60 

Carriage Licenses if included 4,120,20 

$1.20 per bead $398,270.80 

KCW BfttTNBWICE. 

Payable by Dominion..: $314,637.60 

Interest on $854,203 • 42,710.00 

$271,927.60 

Crown Lands and Export Duties 95,887.76 

$1.46 per bead $367,815.36 

If Marriage Licenses included, $1.48 per bead $72,646,213 
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FINAL (CORRESPONDENCE. 



Halifax, December 4, 1868. 

Sm, — I have had the hoQor to receiye the printed papers forwarded to me hf the last 
mail, and I have read with deep interest the elaborate reports prepared by yourself and 
Mr. Langton. They appear to me to be conceived and expressed in a candid and judicial 
spirit. 

You are aware of the line taken here by the Members of the Local Government. As 

they are trammelled by their action prior to the receipt by me of Sir John A. Macdonald's 

letter of the 6th October, and by their subsequent condemnation of the correspondence in 

which we are engaged, it would be hopeless to expect from any Member of the Grovemment 

any aid in the rather difficult task of adjusting our financial relations with the Dominion on 

an equitable and satisfactory basis. It is therefore fortunate that I can call to my 

assistance a gentleman, who is not unknown at the Seat of Government, and in whose int^rity 

and financial skill the people of Nova Scotia have entire confidence. A. W. McLelan, Esq., 

M. P., for Colchester, has given much time to the investigation of all the branches of the 

general subject covered by your reports. I have sent them to him. When they have been 

digested^e will meet you either at Portland or elsewhere, and endeavour in a free and full 

discussion to arrive at sound conclusions. I am afraid that neither of us can leave home till 

after New Year, but when we are ready, the time and place of meeting can be arranged by 

telegrapL 

In the meantime permit me to say, that having discussed the whole subject with Mr. 
McLelan, we both concur in the opinion, that nothing that would be unfair to the other 
Provinces should be asked of the Dominion Government. We seek only justice to our 
Province, and are quite satisfied that any fair and equitable reconsideration of the financial 
arrangements made in London, will prove that the exceptions taken to those arrangements 
by the people of Nova Scotia can be sustained. • , 

I have the honor to be, Sir, 

Your obedient servant, 

Joseph Hows. 
The Hon. John Rose, 

Minister of Finance. 



Ottawa, January"^20th,»1869. 

Snt, — The undersigned having given careful and anxious consideration to the Beports 
submitt^ to them, and having discussed with yourself and #ith other Members of the 
Cabinet, the important cfuestions which those Reports embrace, deem it their duty to state, 
with as much precision as possible, the general principles which they conceive ought to govern 
any satisfactory re-adjustment of the financial relations between the Province of Nova Scotia 
and the Dominion of Canada. 

1. — Debts and Assets. 

In the adjustment of debts, regard should be had to the population, as shown by 
Census^ and to the amount of property thrown into common stock. When $8,000,000 were 
assigned as the recognized debt of Nova Scotia in 1864, the actual expenditure did not exceed 
$5,000,000, representing property which might have been considered a fair offset to the 
Assets held by Canada ; and had the Provincial Government funded the difference, instead 
of expending it, they might have applied the interest to local services, now left without any 
adequate provision. But they expended more than the whole amount in the construction of 
the Railway to Pictou, which bewmes tbe absolute property pf the Dominion, and in 
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promoting the Windsor and Annapolis, which is properly an extension of and will be an 
important feeder to all the lines that the Dominion has assumed. These works cost more 
than $3,000,000, exclusive of the Right of Way. They are of local advantage ; but, as the 
other Provinces, since the Conference, have made no large expenditures on works which 
become Dominion property, it would be unfair to charge the whole cost of ours to the 
, Province, and it would be but just that $2,000,000, or two-thirds of the whole expenditure, 
should be carried to our credit by the Dominion. A result, equivalent to this, would be 
obtained by another process, equallv legitimate. The Auditor General estimates at 
$46,667,401, all the properties which Canada threw into common stock, as an offset to our 
Railways, which, including the recent expenditures, cost $7,395,000, besides the Bight of 
Way paid for by the Counties. If, with this amount of property, the Canadas were taken 
into the partnership with $62,500,000 of debt. Nova Scotia would be entitied to enter witii 
a debt of $9,930,874. 

2. — Public Buildings. 

In addition to the sum expended upon Railroads, after the adjustment of existing debts 
f'and assets, nearly a quarter of a million of dollars was expended by the Provincial €k>yem- 
'ment upon a new public building in the city of Halifax, intended to accommodate departments, 
the control of which, by the British North America Act, is now divided between the Liooal 
and General Governments. If it be assumed, that under the Act, that portion of the property 
created by being contracted for just prior to the Conference, although the expenditure was 
subsequentiy made prior to the adjustment of the 'debts and assets, reverted to the Dominion^ 
then we would urge that Nova Scotia is entitied to claim whatever sum was paid subl^iiieot 
to that adjustment. 

If, however, the full amount be not allowed, on the ground that a contract, signed just 
before the Conference, constituted a Provincial liability, we would remind you that that 
contract was cancelled, by failure on the part of the contractors, and that the building was 
completed last year under later arrangements. 

3. — Province Notes. 

Nova Scotia, for nearly half a century, has, from time to time, issued Province Notes » 
which formed a cheap circulation, costing no interest, as they were received in payment of 
duties at all the Revenue offices, and redeemed out of such specie as flowed into the Treasury, 
or in Bank paper equivalent to gold. At the time of the Union, this circulation amounted 
to $622,000, on which sum the Dominion would have to pay no interest, and we woxdd 
therefore urge that on it none should be charged. It is fair also to assume, that in the lapse 
of half a century, a considerable proportion of this paper has been burnt at fires, lost at sea, 
or been otherwise destroyed, and it is but just that the Dominion, on assuming the circula- 
tion, should make to Nova Scotia a fair allowance for that proportion which it will never be 
* called upon to redeem. 

4. — Savings Bank. 

The Dondnion, under the Law, assumes the Deposits in our Provincial Savings Bank, 
which bear bat 4 per cent, of interest, and will, henceforward, ^joy whatever benefit may 
be derived from obtaining money through this source, at that low rate of interest. But it is 
obvious that it should allow to the Province, either in the form of a suspense accouat, or in 
a round sum, sufficient to cover the amount which the 'experience of our own or of other 
institutions renders it fair to assume, will never be called for by Depositors, prior to the 
transfer. 

6.— Stores. 

In the Board of Works and Railway Departments, there was deposited, at the time of 
the Union, a considerable amount of stores. If the other Provinces have property of this 
c'essription, which, to some extent, would ofiset our own, we assume, thai under the Act, 
their claims and ours will be investigated and adjusted, as matters of account bot^tea JQW 
Pepartmeut and the Finance Hiaitfteri of the Provinces, 
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6. — DiFFX&SNCS IN GUBBENGY. 

Ab tiie Debts of Canada and New Bninswick are calculated in one currency, and ours 
in another, we claim that thej should, in any fair general adjustment, be brought to the 
same basis, as the revenue is now collected in Nova Scotia in Canadian Currency. 

7.— Incbbasbd Taxation. 

The claims, above enumerated, are so evident and equitable, that calculation, rather 
than argument, is required to sustain them. It is not so easy to determine the amount -, 
wliich Nova Scotia should receive in consideration of the increased taxation to which she has [ 
been subjected. It is apparent, however, that at no period of her history has she been 
embanassed fbr want of money. That, if her revenues fell off, as they did, for a single year, 
bX the commenoenent of the American civil war, light additional taxation soon filled her 
treasury; and that, though in the two or three years just preceding Confederation, her re- 
Bources had been strained by a somewhat too rapid extension of her railways, her credit was 
so good, at home and abroad, and her tariff so low, that she could, by a slight increase of 
taxation, have met her liabilities and provided for all services, general and local.* 

From 1864, when the Quebec Scheme was arranged ,to the 30th June, 1868, a period of 
tluree years and three quarters, the receipts in Nova Scotia, from sources of Revenue now 
transferred to the Dominion, were sufficient, under a ten per cent tariff on enumerated 
articles, to meet the cost of services now under the charge of the General Gk)vemment, and 
to have paid the subsidies, leaving a surplus of $328,565. If then, as has been asserted, we 
should have required to increase our import duties, irrespective of Confederation, the money 
would mainly have been required for local services ; and, when heavy additions have been 
made to our specific and ad valorem duties, when the rate of discount at the banks has been 
increased, and stamp and newspaper taxes have been imposed, it is obviously unfair to leave 
the local services wiUiout adequate provision. That the British America Act does this is 
easily determined by reference to the Nova Scotia Estimate for 1868 and 1869. 

The direct returns to the Dominion Treasury, from this increase of taxation, can only 
be correctly ascertained in future years ; but the increase must be large, and the advantages 
secured to your manufacturers ought not to be overlooked. The average import of dutiable 
goods into Nova Scotia, for the four years preceding Confederation, amounted to $23 . 50 per 
head of her population, Canada imported but $12 . 25. This difference annually amounting, 
on our population, to $3,722,141, is a large sum upon which to collect duties, over and above 
the ordinary consumption of Canada, and warrants us in claiming, irrespective of the moneys 
due to Nova Scotia, as stated under the preceding heads, a liberal provision for her local 
services. 

Should your Manufacturers annually supply our people with goods to the extent of this 
$3,722,141, even although those goods come m free of duty, it is obvious that, if they cannot 
be furnished as low as by the Manufkcturers of Great Britain and the United States, the 
Nova Scotians must pay higher prices on this consumption. 

We have endeavored to state the claims of Nova Scotia thus fairly and succinctly. The 
facts on which th^ rest, apart altogether from political considerations, challenge inquiry, and 
will, we have no doubt, induce the Government to honorably red^m the pledge conveyed in 
the letter addressed by Sir John A. Macdonald to Mr. Howe, on the 6th October last. 

We have the honor to be. 
Sir, 
Tour very obedient servants, 

(Signed) Joseph Howb, 

The Hon. John Bose, A. W. MoLblan. 

Minister of Finance. 



* NoTi. — ^It has been laid that some of her bonds were uusaleable ia Soglaad, prior to the passaffe 
of tbt Act of Union. This is a mistake. Those Bonds, paid to Railiraj Coatractora, reached tno 
London market in an nnnsaal and irregnlar maaner. Had they been forwarded through tho propof 
eb«iniif m> the London agents of tb« Proviao^i they wonld have been promptly soldi 



66 



[Copy] 

Ottawa, 2Sth January, 1869U 

GsNTLlMSN, — Since I had the honor to receive your communication of the 20tlitnBtaDl^ 
the subject of it has, as you are aware, continued to engage the serious attention of the Gov- 
ernment. 

They have not failed to give the fullest consideration both to the propositions oontailied 
in your letter, and to the further explanations which during our discussions in the intermediate 
period have been from time to time offered by you. 

I have now the honor to apprise you of the conclusions at which the Government hare 
arrived, and which are such as they believe will commend themselves to the approval of 
Parliament. 

You will find them fully set forth in the Minute of Council, which yesterdaj received 
His Excellency's approval, and of which I am authorized to transmit you a copy. 

I can but add on my own part the expression of my sincere hope that they may be 
satisfactory to the people whose interests you have so untiringly advocated. 

I have &c., 

John Bo», 
The Hon. J. Howe, M. P., Minister of Finanoe. 

A. McLelan, Esq., M. P., 

Russell House, Ottawa. 



Copy of a Report of a Committee of the Honorable the Frivy Council y approved hy Hie 
Excellency the Oovemor General in Council on the 2S^i January, 1869. 

The Committee have given their attentive consideration to the annexed Report of the 
Honorable the Minister of Finance, having reference to and submitting certain correspondence 
that has taken place between him and Messrs. Howe and McLelan, together with certain 
lleports, on the subject of the readjustment of the financial coDditions attending the admission ^ 
of Nova Scotia into the Union ; and concurring in the suggestions of the Minister of Finance, 
they respectfully advise that a measure be submitted to Parliament at its next session 
providing — 

1st. That the debt of Nova Scotia, on entering the Union, be placed at $9,186,756, 
and that that Province be relieved from any charge of interest, unless her debt exceed that 
sum; and — 

2nd. That for ten years, from the 1st July, 1867, an annual subsidy of $82,698 be 
paid to that Province. 

The Committee further report their concurrence in the recommendation of the Finance 
Minister that Nova Scotia be debited, after the completion of the Province Building, with 
interest on the cost of that building, until it shall have been placed at the disposal of the 
Donanion. 

(Certified) 
. Wm. H. Lbb, C. p. C. 



FiNANOl DePABTMENT, 

Ottawa, January, 24th, 1869. 

The undersigned has the honor to bring under the consideration of His Excellency the 
Oovemor Generid in Council, the Confidential Report made in the month of November last, 
on the affairs of Nova Scotia, and to state the result of the communications which with the 
aasent of the Council have since taken place. 

In that Report the undersigned stated his opinion as to the result of his enquiry into 
the affurs of Nova Scotia, as follows : 

1. That the principle on which the debts were arranged by the Union Act operates with 
some unfairness to Nova Scotia. 

2, Th<^t in ^ 4iyisiQR of the property, loca) assets and revenues, or because (he assets 



67 



poesessed by her were not of a cliaracter to be ayailable, Noya Sootia iflleBB favorably situated 
thjui the other Provinces in respect of Local Kevenacs. 

3. That the increase of Customs presses more directly on Nova Scotia thiin the other 
Provinces, but this apparent increase and the consequent pressure, it is believed, will be 
mitigated every year, as goods which she formerly imported fh>m abroad, and which were 
cliargeable with duty, are produced in other portions of the Dominion and will now be avail- 
able to her for consumption Aree of duty. 

4. That she must have raised about $400,000 annually by way of additional taxation 
if she had remained out of the Union. 

5. That the amount raised by the Dominion from Kevenue from Customs and otherwise 
is about adequate, if the results of last year continue in future the same, to meet all the 
current expenditure the Dominion is called on to make on her account, but less by $100,- 
563, if Nova Scotiais to be ohaiged a/>«r Coptifa contribution to the cost of the Civil 
Gov^himent and L^slation of the Dominion. 

6. That the Local Sources of Revenue at present possessed by Nova Scotia are inade- 
quate to carry on the Services devolving on the Province. 

The Report in question having been communicated to the Hon. Joseph Howe, various 
meetings subsequently took place with that gentleman and Mr. McLelan, at which the 
difficulties Were fully discussed in a frank and temperate spirit. These gentlemen from the 
outset disclaimed any desire to seek Financial concessions which were not warranted on grounds 
of strict justice ; or any modification of the original terms of Union which would place Nova 
Sootia otherwise than on a footing of equality with the rest of the Dominion, or beyond what 
would enable that Province to meet the expenditure indispensably necessary to carry on its 
Local affairs, without having recourse to a system of direct taxation, new to its inhabitants, 
and to which none of the other Provinces of the Dominion required to subject its people. 

The numerous objections which have from time to time been urged in the interest of 
Nova Scotia were fully reviewed and the result has been a limitation of the points of contro- 
versy to those stated in the accompanying letter from Messrs. Howe and McLelan, which are 
still strongly pressed and which may be succinctly stated to be : 

1 . That a just apportionment of the debts of the several Provinces, based on the amount 
of assets which each contributed, would entitle Nova Scotia to enter the Union with a debt 
of $9,980,874. 

2. That an allowance should be made for the new Province Building erected since the 
date of the Quebec Conference at a cost stated to be nearly $250,000. 

3. That an allowance should be made for the Provincial Note circulation of Nova 
Scotia amounting to $622,458, both on the ground that it bears no interest and that a por- 
tion of the circulation may fairly be considered to have been lost, and that it will not be 
presented for redemption. 

4. That a deduction should also be made from the Savings Bank deposits, amounting 
to about $657,610.04, of such an amount as it may fairly be supposed will never be called 
for by Depositors. 

5. That an allowance should be made to Nova Scotia for stores on hand at the time at 
the Union. 

6. That the debt of Nova Scotia being in a different currency should be brought to the 
same basis as that of the other Provinces. 

7. That Nova Scotia being subjected to increased taxation under the Union, to an 
extent which it is contended would have sufficed to have met the interest on her increased 
debt, and also made adequate provision for her local expenditure had no Union taken place, 
is entitled to ask that these services shall be provided for by a grant from the Dominion. 

After giving the fullest and most anxious consideration to the various points which 
were raised, and to the additional information furnished ; the undersigned sees no reason to 
depart from the general conclusions enumerated in his former Report. But he has been 
enabled to estimate the practical extent of the inequalities to which he adverted, and to form 
an opinion as to the modifications which would be required to meet the exceptional circum- 
stances in which Nova Scotia stands, and to place her under the Union in a position of 
Financial equality with the other Provinces. 

It may be convenient in the first instance, however, to consider $eriatim the seven 
htads of claim preferred by Mr, Howe and McLelan. 
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1. That the aeaets ooatribut^ by Nova Sootift wodd 0Qtitfe h^r to enter the Unioii 
with a debt of $9,980,874. 

It is undeubtedly trae that at tiie time of the Qoebec CoB^BroDoe, in October, 1864, 
the debt of Nova Scotia was only about 15,000,000. 

Between that time and the date of the Union, in 1867, the Provinoe had expended in 
money or oontracted engagements, which the Dominion had to meet [but with which Nova 
Scotia is charged], that have swelled her debt [subject to certain adjuslmeiitsl, to $9,300,000. 

That outlay was mainly on works which became the direct property of the I>oininion, 
and among which may be enumerated the following : 

A. Outlay on Truro and Pictou Railway. 

B. Province Building. 

C. St. Peter's Canal. 

D. On Halifax and Truro Railway — four works on whidi an outlay amounftiBg in die 
nggr^te to about $2,600,000, took place in the interval; and, beside ^hefle,*aboat 
91,100,000 has been expended, or is in course o( pimnent, for the Windsor and Anna- 
polis Railway, which will not become the properly of the Dominion, but, it is urged, will 
form an important feeder to the Dominion lines. 

It is also urged that of the rest of her debt, amounting to about $5,500,000, the 
principal ^BTf, had been previously incurred on the railways from Halifax to Windsor and 
to Truro, which are also assigned by the Act of Union to the Dominion as its property, and 
that this sum is exclusive of the right of way, which, by the Legislation of Nova Scotia, was 
furnished at the expense of the Localities; whereas the land for the other parts of the 
Intercolonial Railway is being provided at the Public Charge. 

It was therefore strongly pressed, as is now repeated in the accompanying letter, that a 
comparison should be instituted of the value of the entire property which each Province 
brought into the Union, and that it should have a corresponding claim on the Dominion 
Exchequer. Whatever justice there may be in principle to this proposal, such a comparison 
obviously involves many particulars, which would make it difficult and even impossible to 
arrive practically at an equitable solution. 

The advantage of particular works to the localities as compared with their advantage 
to the Dominion could hardly be estimated. The geographical situation might enable one 
Province to contribute at a smaller cost, an asset more directly productive in itself, but which 
might still be dependent for that productiveness on another more costly, and leas directly 
remunerative, constructed by another Province. 

The question whether one Province had not procured these works on better terms by 
the adoption of a different system than the others would arise. The prospective produc- 
tiveness, and whether that productiveness might not depend on the development of the 
natural resources of the several Provinces at their own cost, and various other elements, all 
equally conjectural, would likewise have to be considered. The undersigned therefore 
submits that it could not result in any practical good, but on the contrary would lead to 
embarrassing comparisons with the other Provinces to endeavour to adjust the claims of Nova 
Scotia on any such principle. 

The undoubted facts to which reference has been made, give, it will be conceded, afwr 
claim to consideration, but it is believed that the relief may be given in a way less calcu- 
lated to raise complicated issues, and which, under circumstances believed to be paorallel, has 
already been accepted by Parliament as an equitable arrangement in the case of one of the 
other Provinces. 

2— N»w Province Buildings. 

It would seem at variance with the provisions of the Unicm Act to make any special 
allowance on account of the Province Building At Halifax. It is true that this building, 
intended for services, now under Dominion control) has been erected sbce the Quebec 
Conference, and has never been used by the Province of Nova Scotia, and that its cost goes 
to make up the total debt of Nova Scotia. But it is, nevertheless, Dominion property, as 

much as the Railways — portions of which have been constructed in the same interval and it 

therefore stands on the same footing ; except, perhaps, as to any outlay sbce July, 1867^ 
which may form the subject of equitable adjustment. 
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3 JlND 4— Pbovinoujl Nots Ciroulation anp Sayinqs Bank Deposits. 

The points advanced tonching the special character of these items, composing part of 
th% debt of NoTa Scotia, and as entitling her to be relieved from any charge of interest in 
respect, merit fair consideration. 

It is stated that the Provincial Notes of Nova Scotia in circulation, amounting to 
$622,458, bear no interest at all, and that the Dominion ought not, therefore, to debit Nova 
Scotia with a charge for interest which is not paid, and that besides some of the notes have 
been issued 40 years ago, and will never be presented for redemption. 

Then as regards the Savings Bank deposits, amounting to $657,610^^^, it was urged 
that they bear only 4 per cent, interest, and that a considerable per centage of the gross 
deposits would never be demanded ; that, therefore, the Dominion ought not to charge more 
interest than it paid, and should absolutely -reduce the capital of these two items of the 
Provincial debt. 

The undersigned cannot wholly acquiesce in the view of, the case as urged by Nova 
Scotia, but after a careful examination into the state of these accounts, he believes that a 
moderate per centage, not exceeding 10 per cent, of each, may, with propriety, be placed to 
a suspense account; thatjon this per centage no interest should be charged until the Dominion 
is called on for it by the holders or depositors. 

The fact that the Provincial Notes bear no interest, if it stood alone, might be a good 
ground for exempting Nova Scotia from a charge of interest on any sum beyond such per 
centage of the circulation as it was prudent to keep in bullion. 

* But a consideration of this question obviously involves a comparison of the rate of 
interest which the Dominion is called on to pay (^ the total liaoilities of the several 
Provinces. Canada had a considerable circulation of Provincial Notes at the time of the 
Union which also bore no interest, and a large portion of her debts bore only five per ^^nt. 
interest. 

This comparison shows that the Dominion has to pay 5 y^ths per cent, of interest on 
the aggregate Nova Scotia cTebt, and but 5 ^^ths per cent, on that of the former Province 
of Canada! 

Under the circumstances there would be an obvious inequality were Nova Scotia to be 
relieved from interest on this item of the debt, while that interest was made a charge against 
the late Province of Canada. 

5 — Stores in Hand. 

It would be practically impossible to make an inventory of the whole of the stores on 
hand in the several Provinces on the 30^1 of June, 1867, and besides the comparison, even 
if the figures were ascertained, would, as to any practical results, be attended wiUi the 
same difficulties as applied to a comparison of the entire assets of the several Provinces; and 
apart from this, the undersigned believes that the comparison would show a balance against 
Nova Scotia. 

Canada had a large amount of Military Stores on hand, and her Lighthouse and Steam- 
ship Stores are believed to have been as extensive comparatively, as those of Nova Scotia. New 
Brunswick also had a considerable amount of Railway stores on hand, which became the 
property of the Dominion. 

6. That the Debt should be calculated in a uniform Currency. 
» 

It is believed that the proporition to pay the subsidy and regulate the interest on the 
basis claimed is an equitable one. 

Having thus adverted to the first six points enumerated in the accompanying letter; the 
discussion of the seventh involves a consideration of the whole case of Nova Scotia. 

Sufficient time has not elapsed to permit any reliable estimate to be formed of the extent, 
(If any), by which the burdens of Nova Scotia are increased by Dominion legislation. 

The experience of the six months ending in December last confirms the impression 
conveyed in the former Report that the alleged iDcrease in Customs is no criterion by which 
to estimate the actual increase of taxation. 
10 
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It is believed that it really falls short of the nominal percentage, and that the pressure 
of any augmented burdens, whatever these may really be, will be further mitigated every year. 

The undersigned is not insensible to the arguments which were verbally pressed, that 
the two smaller Provinces are in some respects placed at a disadvantage as compared with 
the larger ones, that the cost of their Local Gk)vemments must necessarily be more per head ; 
that the resources of Nova Scotia are as yet comparatively undeveloped ; that the coal trade, 
on which she depends for a considerable portion of her Local Revenue, is in a condition of 
unusual depression ; and that the physical character of the Country entails on her a large 
expenditure to secure the necessary means of communication than the other Provinces have to 
meet. 

It may be urged that this expenditure should be met by direct taxation. It appears, 
however, that though no sum is levied in money for this service the people are compelled to 
contribute a considerable sum in the shape of work — a ftict of which the undersigned was not 
aware at the date of his former Report. 

It is impossible to disregard the fact that the system of direct money contributions for 
Roads and Bridges has never been pursued in Nova Scotia, but that these local works have 
been carried on hitherto mainly by direct grants from the Public Exchequer, and that the 
too sudden introduction of a new system of taxation at this moment, or the stoppage of the 
accustomed grant, would alike aggravate the existing discontent. 

It will thus be seen that whilst some of the points urged on behalf of Nova Scotia cannot 
be controverted in fact, and that therefore as a consequence she may justly claim some modi- 
fication in the existing Financial arrangements, there is much practical difficulty in deter- 
mining the measure of these concessions, and the best means of their substantial accomplish- 
ment. 

^ The exceptional position of New Brunswick was considered in the arrangements which 
preceded the Union, and has been acknowledged in that provision of the Act which accords 
to her for the limited period of ten years a special grant of $63,000 per annum, pending 
the increase of her population and the material development of her local resources. 

The justice of this provision has not (so far as the undersigned is aware) be^ called in 
question ; and he believes that the same state of facts which led to the grant to New 
Brunswick exists in the case of Nova Scotia. 

In view of these considerations the undersigned is of opinion that the most equitable 
solution of the present difficulty would be to submit to the favorable consideration of 
Parliament the propriety of placing the Province of Nova Scotia, as far as practicable, on the 
same footing as the Province of New Brunswick, and to allow it to come into the Union with 
the same debt per head of the population, as established by the last census, on the terms 
stated in the British North America Act, and to pay it, for a limited period of Ten years, 
an additional annual grant at the same rate per head of the population as is given to New 
Brunswick. 

Should this principle commend itself to Your Excellency, the result would be as stated 
by the Auditor General in the annexed return. 

1. That Nova Scotia would be entitled to enter the Union with a debt of $9,188,756, 
and to be relieved from any charge of interest, unless her debt exceed that sum. 

2. That she would recdve for ten years from the 1st July, 1867, a subsidy of $82,693 
annually. 

As respects the cost of the Province Building, it appears but reasonable that a^ the 
Dominion has not yet obtained possession of it, Nova Scotia should be debited after this 
time with interest on the amount until it is put at the disposal of the Dominion. 

The undersigned would add in conclusion that he has carefully analysed the estimated 
Local expenditure of Nova Scotia for the years 1868 and 1869, in conjunction with the 
gentlemen representing that Province, and he believes that if the arrangements proposed are 
carried out. Nova Scotia will have sufficient means at her disposal to meet those services 
which devolve upon her by the terms of the Union Act, provided they are placed on a 
moderate but efficient footing. If on the contrary the Province has to depend on the 
provision made by the existing terms of the Union Act, no incocrsiderable deficiency must be 
met by the imposition of direct taxation. 

John Rose, 

Minister of Finance. 
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MEMORANDUM FROM MINISTER OF FINANCE. 

Ottawa, January, 18C9. 
The Auditor Ckneral will plea^se report : 

Qu€8. 1. With what amount of debt would Nova Scotia be entitled to enter the Union, 
supposing the same debt per head of the population as ascertained by the last Census was 
assigned to her as to New Brunswick ? 

Ann. $9,188,756 Canada Currency. 

Ques, 2. What sum would be equivalent to the $03,000 given to New Brunswick for 
ten years, assuming that the same rate per head is given to the population of Nova Scotia ? 
Ans. $82,698 Canada Currency. 

Ques, What was the debt of Nova Scotia in October, 1864 ? 
Ans. $4,846,145, September, 1864. 

And what is the present ascertained debt of Nova Scotia ? 

Ans. $9,288,121 now, including our liability to the Contractors Windsor and Annapolis 
Railway, Nova Scotia Currency, equal to $9,040,439 Canada Currency. 

Ques. 4. What has been the outlay since October, 1864, charged to Nova Scotia on the 
following works ? 

A . Truro and Pictou Railway. 
Anf, $2,247,834.29 Nova Scotia Currency. 

J?. Province Building ? 
Am, $220,000, estimated cost, Nova Scotia Currency. 

a St. Peter^s Canal ? 
Ans. $124,447.70, Nova Scotia Currency. 

D. Halifax and Truro Railway ? 
- Ans. $82,007.95, Nova Scotia Currency.— $2,674,289.94, Nova Scotia Currency, equal 
to $2,602,975.57, Canada Currency. 

Ques. 5. What is the average per centage of interest payable on the debt of Canada at 
the Union ? 

Ans. In Canada, 5 y'^^^ per cent, assuming the total debt to be $72,228,258. 

Queit. And that of Nova Scotia at the same date ? 

An*. In Nova Scotia, 5 ^Ya» ^^ ^^ stood June 30, 1867, 5 ^^^^^y *^ ^^^ estimated. 



(Copy.) 

Ottawa, January, 26, 1869. 

Sir, — We have had the honor to receive your letter of this day's date, enclosing your 
Report to His Excellency the Governor>Oeneral, and the Minute of Council thereupon. 
These papers close the negotiations opened by Sir John A. Macdonald's letter of the 6th of 
October. 

The decision of the Government upon the points raised in our correspondence, as 
discussed at Portland and in Ottawa, is, on the whole, satisfivctory to us, and will, we 
believe, be r^arded in Nova Scotia as evidence of a very sincere desire on the part of the 
General Government to meet the just expectations and provide for the local services of the 
Province. 

Permit us to express our sense of the very fair and judicial spirit in which both 
yourself and the Auditor General have conducted this intricate and delicate n^otiation, 
and for the courtesy which at every stage of it we have received at your hands. 

We have, &c., 
(Signed,) Joseph Howe. 

A. W. MgLelan. 
The Hon. John Rose, 

Minister of Finanoe. 



